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“But here’s something that every electric 
utility executive .. .” 

“Har-umpf! I juste can’t wait.” 

“But, Mr. Watts! Did you know that 97 
families out of 100 serve coffee at least 
once a day?” 

“You stagger me, Miss Patterson. But what's 
that to do with...” 


“Everything! A nation of coffee drinkers has 
got to have glass coffee makers.” 

“Don’t ramble.” 

“I’m not rambling. This book shows that 
scads of families have irons and toasters and 
vacuum cleaners, but only 17% have glass 
coffee makers.” 


“Hmmm! The light dawns, Miss Patterson.” 


“'M NO 
BOOK AGENT, 
MR. WATTS - ." 


“You haven’t heard anything yet. A cleang 
adds only 24 KWH co the load, a toaste 
only 30, an iron only 80 — but a Silex GI 

Coffee Maker with Anyheet Control add 
97 KWH. And how'd you like to kno 
the KWH we could add to our load fort 
next five years by pushing Silex? 

“Miss Patterson, where’d you get that book? 
“The Silex representative. He’s waiti 

outside right now.” 


“Hmmm... load building. Show him in 


Yes ...Show Him In 


In 5 minutes your Silex representative w 
take you through the “Silex K WH Campaig 
Book” and prove that Silex promotion ci 
put more KWH on your load than ag 
other small appliance except a roaster. 


—_— 








Every Electric Silex has 


a "Self-Timing’’ Stove! 
p> It’s an exclusive Silex feature, patented so 
others can’t copy. Women love it... makes uni- 
form, better-tasting coffee every time. All electric 
Silex Glass Coffee Makers have “Self-Timing” 
Stoves. And electric models are priced from $4.95 


to $29.95. Illustrated, 8-cup, black trim... 


BRETTON BLACK 
ELECTRIC MODEL 
with wide neck 
for easy 
cleaning 


$495 retail 


PYREX BRAND GLASS USED EXCLUSIVELY 





THE SILEX COMPANY 


i it.€ X 


HARTFORD, CONNECT 


- 


Creators of the Glass Coffee Maker Industry 
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BARBER BURNERS 
Melp You Sell Gas Heating Satisfaction! 


The superiority of Barber Conversion Burners is based on 

their exclusive combustion principle. Above the gas orifice 

in the jet tubes is an auxiliary air feed which creates a 

vacuum as the mixture leaves the jets, projecting into the 

flame the additional air necessary for efficient combustion 

n increased gas pressure. Patented Barber Jets deliver a flame tem- 

erature of 1900° on atmospheric pressure. They produce a correctly 

irected and controlled flame which thoroughly “scrubs” the walls of 

he fire box. The heat satisfaction and fuel economy thus attained 

tens of thousands of installations over more than 20 years, and the 

eedom from constant servicing, are solid ground for Barber’s tradi- 

on of leadership. Barber helps you deliver complete heating satis- 
action. 


Standard Models come in 8 
s for round grates 12” to 34” 
iameter. There is also a wide 
ge of sizes for oblong grates. 
burners easily and correctly 
ustable to grate dimensions. 
ed in A. G. A. Directory of 
proved Appliances. Ask for 
blog and Price List on Con- 
ion Burners for Furnaces 
Boilers, Burner Units for 
Appliances, and Gas Pres- 
Regulators. 


Barber Burner 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBERSZZXS BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Editor—Henry C. Spurr 
Associate Editors—E.uswortH NicuHors, Francis X. Wetcu, Neri H. Durry 
Financial Editor—Owen Ety 


Public Otilitres 
Fortnightly 
@ 


VOLUME XXVI November 7) 1940 NUMBER 10 


Contents of previous issues of Pustic Uritities FortNIGHTLY can 
be found by consulting the “Industrial Arts Index’ in your library. 


Utilities Almanack ; 
Iron Men (Frontispiece) 
Uncle Sam in a Swamp Herbert Corey 
Mobilizing Transportation for Defense T. N. Sandifer 
As reported to James 

Selection of Employees for Good Public H. Collins by Dr. 

Relations .. Doncaster G. Hum.... 663 
Wire and Wireless Communication 
Financial News and Comment 
What Others Think 


Repercussions from the St. Lawrence Power-seaway Divorce 
A Prexy’s Views on Political “Robber Barons” 

The Gas Industry and the National Defense 

Uranium—The Fuel of Utopia 


fe EE OS TN ao Lar 1 eis ee ARMIN ye al elk Le I Aes 692 
Boreal OT Li gg (Or 07 es ane el en DD Pen OS ee 701 
MUR LUPINE Tea SDT S cave a a a a csncus 707 
Titles and Index 








Pages with the Editors 
In This Issue 
Remarkable Remarks 
Industrial Progress 
Index to Advertisers 











This magazine is an open forum for the free expression of opinion concerning public utility regula- 

q tion and allied topics. It is supported by subscription and advertising revenue; it is not the mouth- 
piece of any group or faction; it is not under the editorial supervision of, nor does it bear the 
endorsement of, any organization or association. The editors do not assume responsibility for the 
opinions expressed by its contributors. 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication Office CANDLER BUILDING, BALTIMORE, MD. 
Executive, Editorial, and Advertising Offices MUNSEY BUILDING, WASHINGTON, D. C. 


Pustic Urtitities FortNIGHTLY, a magazine dealing with the protien of utility regulation and allied 

topics, including also decisions of the regulatory commissions and courts, preprinted from Public Utilities 

Reports, New Series, such Reports being supported in part by those ponte long public utility service, 

manufacturers, bankers, accountants, and other users. Entered as second-class matter April 29, 1915, under _ 

Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. 31, 1936; copyrighted, 1940, by 
Public Utilities Reports, Inc. Printed in U. S. A. 


PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 
NOV. 7, 1940 4 





, MD. 
D.C. 


allied 
bilities 
vice, 
er the 
40, by 


$15.00 


ovember 7, 1940 Public Utilities Fortnightly 








ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 
printing and addressing are invited to send for these 


ease stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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= news from the conflict abroad brings 
us constant reminders of the importance 
of utility service in carrying on civilization as 
we know it. Gilbert Chesterton, the British 
author who died not long ago, once said that 
civilization is “apparently as modern as its 
public utility service.” He might well have 
added that a disruption of a modern city’s 
public utility service would put it out of busi- 
ness as a container of civilization or anything 
else in short order. 


Nor long ago the well-known commentator 
on the European conflict, Raymond Gram 
Swing, discussed the air raids over London 
in a Columbia Broadcasting System program 
originating at Station WOR in Newark, New 
Jersey. Mr. Swing said: 


“,.. The raids on London, I might add, 
are creating some new concepts. A city un- 
der attack is no stronger than its sewer y 
system, and its electricity and water supply. HERBERT CUKEY 
London sewers to some extent are only a as 
shallow distance underground. Bombs dis- 54tee-Cooper has so far proven a good pro- 
rupt them and one suddenly realizes that this vider for South Carolinian jobholders, 
might become a decisive factor in defense. (See Pace 647) 
If the system was ruined—the one in Lon- 
don hasn’t been—it would be impossible to of good fortune in that Britain’s highly mod- 
maintain health and the city would be lost. ern grid system for electric utilities hasn't 
To offset this danger, London has a stroke been fully carried out. 

“The grid is there; that is, there are eight 
great power centrals for the nation and they 
are all linked up, and in due course all the 
little independent power houses would have 
passed out of existence. Then if eight power 
houses or the communicating apparatus 
could be bombed, the country would be 
paralyzed. But the little independent power 
services were given time to fold up. And 
London instead of relying on a single great 
central is really a family of cities each still 
with its own power house. Here is a little 
sermon on old-fashioned decentralization. If 
London had been more promptly modern 
it might have been much easier for the 
bombers to knock it out.” 


> 


NCIDENTALLY, on this side of the Atlantic 

there are those who are urging the estab- 

lishment of a somewhat similar grid system— 

in some localities at least—as a means of in- 

™ : creasing the nation’s power production capac- 

T. N. SANDIFER ity for defense purposes. The comparison . 

The mustering of trains and planes poses a tween the United a = ey a 
problem in industrial transportation. respect is perhaps not a fair one, inasi ; 

England is a relatively small geographical area 

(See Pace 657) under the immediate pressure of an aerial 
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TRACTION... 
NOT POWER ALONE Fis 
IS WHAT YOU NEED Wildes 


mod- 
hasn't 











hen there’s heavy work to do, TWO driving axles under the load are better 
than one. For better traction and load flotation use the 


— > THORNTON “°wan* DRIVE <— 


OU SAVE MONEY! Take a truck of 1144 to 3. Two ratios, for power and speed, easily con- 


fos : ; trolled by a lever in the cab. Walking-Beam 
0 : - : 
ns original capacity and let us quickly and at Flexibility — Special spring construction keeps 
plow cost convert it to a husky unit of 30,000 equal load and balanced power on all four driv- 
bs. or more gross vehicle weight capacity. ing wheels. 


THORNTON TANDEM CO. 


8701-8779 GRINNELL AVE. DETROIT, MICH. 


Manufacturers also of the THORNTON automatic-locking DIFFERENTIAL 
which gives traction when slippery going makes trucks equipped with ordinary 
differentials helpless. 


““When you need TRACTION you need THORNTON” 






8 PAGES 


siege, whereas the United States is a nation 
of broad dimensions not under immediate 
threat of a direct siege, but which might per- 
haps profit in some localities from further 
electrical interconnection. However, there is a 
difference of opinion on other power projects 
urged as a matter of national defense. 


PRESIDENT Roosevelt, for example, recently 
made a preliminary start on his own initiative 
towards bringing about the fulfillment of his 
long-desired water-power development on the 
St. Lawrence through collaboration with the 
Dominion of Canada under the heading of 
mutual defense. Yet, the National Coal Asso- 
ciation, in a press release of September 24th, 
advocated decentralized steam-generating sta- 
tions rather than hydro sites to provide elec- 
tricity for national defense industries. The re- 
lease cited the vulnerability of huge hydro 
dams and suggested that it might be an easy 
matter for hostile bombers to fly up the thread 
of the St. Lawrence river until they came to a 
hydro dam and knock it out of operation by 
bombardment. 


FuRTHER south we have the Santee-Cooper 
project, which has recently been urged by the 
chairman of the Federal Power Commission 
and others as a vital link in our national de- 
fense industry. HERBERT Corey, veteran Wash- 
ington observer, made a trip to South Caro- 
lina to see w hat there was to these and other 
claims about Santee-Cooper. The leading ar- 
ticle in this issue is the result. 


¥ 


or the past dozen years, Dr. DONCASTER 
G. Hum has been a consulting psycholo- 


© Jose Reyes, Hollywood 
DONCASTER G. HUMM 
He suggests “temperament charts” 
spective utility employees. 
(SEE PAGE 663) 


for pro- 


NOV. 7, 1940 


WITH THE EDITORS 


(Continued) 


JAMES H. COLLINS 


Personnel selection ts entitled to at least as 
much care as any other phase of operation. 


(SEE PAGE 663) 


gist in Los Angeles, specializing largely in in- 
dustrial problems, and with Guy W. Wads- 
worth, Jr., has developed the Humm-Wads- 
worth temperament scale, described in his ar- 
ticle in this issue (beginning page 663 


Born in Punxsutawney, Pennsylvania, in 
1887, he worked in a general store, thought 
he would like law, went to Bucknell University 
and took his A.B. in 1909, and then roamed 
widely, both in jobs and geographically. Final- 
ly, engaged to help take a mental hygiene sur- 
vey in Arizona, he decided that psychiatry and 
psychology were his field, and at the Univer- 
sity of Southern California, Los Angeles, took 
his A.M. in 1926, and his Ph.D. in 1932. His 
first professional work was with the state 
institutions in California, and from that he 
graduated into independent practice. 


James H. Cottins, who interviewed Dk. 
Humm in the preparation of this article, is a 
Los Angeles editor and journalist well known 
to readers of the FortNIGHTLY. 


¥ 


Lso in this issue is another in our series of 
A articles on the subject of the place ol 
utilities in the national defense. T. N. SANpI- 
FER, veteran Washington newspaper corre- 
spondent, analyzes the mobilizing of the vari- 
ous transportation facilities in “the program 
of making America invincible. 


THE next number of this magazine will be 
out November 21st. 


Xe or 
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Best 
cot-hyei: Since 


@ THESE are the days when every busi- 
nessman can eliminate “figure-bottle- 
necks” by using the Remington Rand 
Printing Calculator. Retailers use it to 
figure mark-ups. Wholesalers use it to 
compute discounts. Manufacturers use it 
on estimates, payrolls, invoice checking, 
costs, inventory, depreciation. For every 
figuring requirement, general or special- 
ized, the Printing Calculator fills the bill. 
Why ? Because it's the ONLY complete, all 
purpose figuring machine... addition, 
subtraction, multiplication, AUTOMATIC 
direct division .. . with PRINTED PROOF 
of every problem. It's compact, rugged, 
light-weight. Get acquainted with it— let 
us bring it to your office... today! Let it 


show you, on your own work, the time a TF 
and effort and it . Rem- 
ington Ricans tec. Saltabe: Wee ask: He he Remington Rand 
aw ° 
Printing Calculator 


Canada: Remington Rand Ltd., Toronto. 
PZPLTGE NOISELESS, STANDARD, PORTABLE TYPEWRITERS... ADDING, CALCULATING, BOOKKEEPING, PUNCHED-CARD ACCOUNTING MACHINES ... KARDEX. VISIBLE 
Remington MIPTRPIVEE SYSTEMS, RECORD PROTECTION, FILING METHODS AND EQUIPMENT, LOOSE-LEAF DEVICES... PHOTOGRAPHIC RECORDS EQUIPMENT .... AND. OTHER 
RUMEN TINE PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON RAND DUAL CLOSE-SHAVER— DEALERS, SALES AND- SERVICE OFFICES IN SI7 CITIES 


ONLY 
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ngineering executives purchase equipment on demonstrated performance. That's why en- 


hineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 


n forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 


preign countries during the past year. The following partial list of representative contracts 


or 1939 demonstrate the popularity of Vulcan among engineers in every type of industry 


ho have taken the time to investigate the reasons for Vulcans rugged dependability. 


any of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


action. 





Socony Vacuum Oil Co East St. Louis, Mo. 
Town of Albion Albion, Indiana 
Pairpoint Corporation. .+-New Bedford, Mass. 
Charleston Navy Yard.. Charleston, S. C. 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housing Development 
Griesdieck Western Brewery..... .. Belleville, Il. 
Minot Normal School Minot, N. D. 
Southland Paper Mills Lufkin, Texas 
Bethlehem Steel Company Lebanon, Penna. 
Norfolk Navy Yard...... jorfolk, Va. 
Fairmont City Light Co. Fairmont, Minn. 
Evenson and Levering Company....Camden, N. J. 
Socony Vacuum Oil Company Brooklyn, N. Y. 
City of Bellefontaine Bellefontaine, Ohio 
Gallinger Hospital Washington, D. C. 
Colorado State Agricultural College 
Fort Collins, Colo. 
Navajo Agency Ft. Defiance, Arizona 
Victor Chemical Company....Mt. Pieasant, Tenn. 
McChord Field, U. S. Army....Ft. Lewis, Wash. 
B. F. Goodrich Company Clarksville, Tenn. 
Canadian National Railways.Winnipeg, Man., Can. 
Carnation Compny.....Sherbrooke, Gucbec, Can. 
Alexandria Steam Generating Co...Alexandria, Va. 
South Porto Rico Sugar Company 
Santa Domingo, Dom. Rep. 
George Ziegler Company Milwaukee, Wis. 
Atlas Powder Company Stamford, Conn. 
Colorado State Capitol Denver, Colo. 
Hercules Powder Company Hercules, Del. 
U. S. Military Academy West Point, N. Y. 


Container Corporation of America 
Circlesville, Ohio 
Commodore Perry Housing Project. ..Buffalo, N. Y. 
DeKalb State Teachers College DeKalb, Ill. 
United States Shoe C Norwood, Ohio 
The May Company Cleveland, Ohio 
United States Naval Hospital...San Diego, Calif. 
Frankford Arsenal Philadelphia, Penna. 
Central Park Pumping Station Chicago, Ill. 
Virginia Public Service Co Hampton, Va. 
Atlas Powder Company Atlas, Mo. 
City of Fairmont Fairmont, Minn. 
Froedtert Grain and Malting Co..Milwaukee, Wis. 
Sonoco Products Company Garwood, N. J. 
Sheridan Brewing Company....Sheridan, Wyoming 
City of Fort Collins Fort Collins, Colo. 
Ingenio Riogaila....Buenaventure, Columbia, S. A. 
South Carolina Electric and Gas Co....Parr, S. 
American Woolen Company Fulton, N. Y. 
Keystone Public Service Company.Oil City, Penna. 
Alabama Power Company Chick v, Ala. 
Pennsylvania Power and Light Co. 
Harrisburg, Pa. 
Holyoke Gas and Electric Co.....Holyoke, Mass. 
Durkee Famous Food: Chicago, Ill. 
Blanton Company St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and ay ig 
Company, Lima, Ohio 
Libby, McNeill and Libby Chicago, Ill. 
Vanadium Corporation Colo. 
Philadelphia Electric Company....Chester, Penna. 








ulcan Soot Blower Corporation does not 
uild down to a price. Vulcan builds into their 
2 peg thirty-seven years of experience; 
uild by highly skilled engineering and plant 
ersonnel of long service, using the highest 
ype material that hard exacting service has 
emonstrated is the most practical for its 
urpose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
db. dh di di ai di di di ab ab ab ai ab ab ab ab ab ae ¢ 
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Bruce BARTON 
U. S. Representative from 
New York. 


Leo WoLMAN 
National Bureau of Economic 
Research. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








... the Columbia river program has been a success 
beyond all expectations.” 


w 


“By no stretch of the imagination can the development 
of the St. Lawrence be of value to our defense program,” 


¥ 


“... Tam sorry that the phrase ‘fair rate of return’ 
ever got into the law and practice of public utility rate 
making.” 


y 


“It is my theme that the profit motive should not be 
the dominating factor in the operation of utilities which 
are necessities of life for communities and individuals.” 


¥ 


. surplus [Federal electric] power should be used 
in conjunction with national defense industries, instead 
of being used to deprive private utilities of customers.” 


¥ 


“The Bureau of Reclamation estimates that perhaps 
as much as 20,000,000 acres additional can be irrigated 
with water resources as yet undeveloped and under poli- 
cies now in effect.” 


¥ 


“Those who believe that the making of guns will solve 
the question of national unemployment have little com- 
prehension and smaller understanding of the play of the 
world’s economic forces.” 


¥ 


“All history shows that one-man power is a gradual 
evolution. It does not spring full panoplied into dictator- 
ship. Every dictator begins by denying that he will ever 
be a dictator. With tender care he preserves the outward 
trappings of democracy while whittling away at its heart.” 


> 


“Unless the conditions essential to the exercise of busi- 
ness foresight and the taking of risks exist, we may be 
forced to become content with a laggard industry, sta- 
tionary or declining employment, and a permanent army 
of unemployed, which looks for a living.not to the wages 
of industry but to the subsidies of government.” 


12 
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New Burroughs Factory Branch, Plymouth, Michigaa 
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hich 
als,” 


used a be + 


tead 
ers,” 

Over a half-century ago Burroughs started in a 
haps small machine shop to manufacture the first prac- 
ated tical adding machine. Business has since depended 
poli- more and more on Burroughs for a steady flow 

of machines and developments to meet constantly 

changing conditions. Today’s range of Burroughs 
ee products includes practically every type of figuring, 
‘om- j Mo sa ; accounting and forms-writing machine. 
- With this background of experience and wide 
variety of machines, Burroughs meets the needs 
Burroughs Factory and General Offices, Detroit of today’s business for speed and economy, and 
dias Papers wie ro eorenate has paper Ne is building for the future along lines which have 
tor ad decehigil ‘ eaieeaae eaameilidded made Burroughs a worldwide institution. 
ever and factory-controlled service organization. BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
vard 
art.” 
pusi- 
y be 
sta- 
urmy 
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14 REMARKABLE REMARKS—( Continued) 
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Professor, Columbia University. 


THOMAS DEWEY 
New York District Attorney. 


Harry FLoop Byrp 
U. S. Senator from Virginia. 


EDITORIAL STATEMENT 
Broadcasting. 


Ropert M. LAFOLLerrE, JR. 
U. S. Senator from Wisconsin. 


ALFRED P. SLOAN, JR. 
Chairman, General Motors 
Corporation. 
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“It will only be a matter of time before the American 
labor movement becomes completely dominated by goy. 
ernment and ... in place of the old discredited company 
union we shall have government unions as in Nazi Ger- 
many.” 


¥ 


“Since 1921, there has been an almost constant erosion 
in the railway rate structure. In 1921 the railways re- 
ceived an average of 1.275 cents for hauling a ton one 
mile. In 1939, this average was 0.974 cent, a decline of 
23.6 per cent.” 

e 


“To gain a billion, it is mathematically worth while 
risking a million if the chances of sticcess are more than 
one in a thousand. A nation whose current annual in- 
come is estimated at seventy thousand millions would be 
wise to accept the odds.” 


¥ 


“If a government charged with preserving our free- 
dom finds it necessary to adopt the morals and theories 
of those to whom we are opposed, then indeed the soul 
of our nation is lost. We must not, in resisting totalitar- 
ianism, become totalitarian ourselves.” 


¥ 


“Notwithstanding the imperative need of spending co- 
lossal sums for national defense, no effort has been made, 
either by Congress or the administration, to reduce non- 
defense spending, to eliminate waste and extravagance 
now existing in governmental expenditures.” 


¥ 


“It is high time for a complete exposure of the forces 
behind the constant sniping the broadcasting industry is 
undergoing—a disclosure of the methods and motives of 
the snipers, not to mention their basic philosophies of 
regulation and the apparent ease with which they enlist 
Congressmen and Senators to their peculiar ‘causes.’” 


> 


“Unless we have the courage, as members of this body 
[Senate] and as representatives of the people who sent 
us here, to tax, and to tax now, I contend that we shall 
have to assume responsibility for the inevitable conse- 
quences which are certain to flow from our failure to 
face frankly and courageously this fiscal situation.” 


» 


“If democracy and free enterprise are to survive, it 
seems apparent that its leadership must pass to those 
who have the experience and, even more important, the 
conviction to deal courageously with the great problems 
of the day on the basis of the realities—on the principle 
of that which truly constitutes the greatest good for the 
greatest number.” 
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ERVICE PROVED lubricants 
assure dependable performance 


tick oils may look impressive in short 
demonstrations, but if you want Diesel 
oils that will give dependable, consistent 
performance—every day—every week— 
every month—you will want an oil that 
has proved its worth. Not an experimental 
oil but one that has been service proved— 
a Cities Service oil, engineered for the job. 
Experience has shown that no one oil will 
prove most effective and economical for a 
given make of engine under all conditions 
of operation. Such factors as power out- 


put, crankcase oil temperatures, etc., may 
as often as not make the use of a cheap oil 
expensive and an expensive oil cheap. Let 
one of our lubrication engineers tell you 
why—and prove it on your own equip- 
ment. Mail the coupon to us or write us 
on your own letterhead. 


In any event you will benefit from reading 
a copy of our new booklet on “Diesel 
Engine Lubrication.” Sent free to any 
user of Diesel engine oil. 





ile FREE! 


JUST CLIP 
DIESEL AND MAIL 


LUBRICANTS 





CITIES SERVICE OIL COMPANY 
SIXTY WALL TOWER—ROOM 16260, 
NEW YORK, N. Y. 


Please send me information concerning your Engineers’ 
Lubrication Service 
Please send me a copy of your free folder ‘“‘Diesel En- 
gine Lubrication” ——~ 








Name. ides eh ta ao 





Firm Name. Roe ap a Mer ose Se 





Business Addresa—_$§$_________ Cire. 
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CUT COPPER LOSSE 


Cables run cooler through J-M Transifl 
Ducts because their dense, close-graingl 
structure has an unusually high rate 
heat dissipation. Therefore, [?R [oss 
are reduced, and cables in systems usit 
Transite Conduit and Korduct have a 
preciably higher carrying capacities. 





ey. a ait DO NOT BURN 


Made of asbestos and cement, Transi 
Ducts are fireproof. Flame and arc caus¢ 
by cable burnouts will not damage adj 
cent cables and equipment. Being ino 
ganic, these modern cableways preve 
formation of combustible and explosi 
gases and fumes. Furthermore, they c 
notrotor decay ...keep maintenancelo 





Transite Ducts come in long, lig 
lengths that are easily and economic 
handled. Lining-up is fast and ac 
... fewer joints are required. Their smo0 
bore stays smooth—assures easy pulls 
new installations or replacements. 
where Transite Conduit is used, it 
quires no concrete envelope. 











@ YOU'LL SAVE by using Transite Korduct wherever cab 
must be “‘concreted-in.’’ On open and exposed locations, Transite Conduit 
durable it requires no protective casing. For full details, ask for brochure D.S. 
Johns-Manville, 22 East 40th Street, New York, N. Y. 


Johns-Manville TRANSITE DUCTS 


for use underground with- 


TRANSITE CONDUIT cor concrete envetope TRANSITE KORDUCT eet 


: ret 
and for exposed locations QUST 
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IT’S EASY FOR UTILITY COMPANIES TO SAVE 
MONEY WITH VARI-TYPER .... 

Compose copy for your bulletins, sales manuals, booklets, catalogs, 

rate schedules, etc. in your own office on the composing Type Writer 

with changeable faces and spaces. Any competent typist after proper 


instruction can Vari-Type your work to stencil, metal plate or photo- 
offset master copy with large savings and improved appearance. 


Write today for new specimen portfolio “How Utility 
Companies Profit with Vari-Typer” with actual samples 
issued by organizations in the utility field. 


RALPH C. COXHEAD CORPORATION 


Manufacturers of Vari-Typer 


333 Sixth Avenue New York, N. Y. 








Public Utilities Fortnightly—The one, complete information service 
devoted to the policies, practices and status of utilities, as affected by Gov- 
ernment, and allied topics. 

Conducted as an open forum for the frank discussion of both sides of 
controversial utility questions. 


Issued every other Thursday—26 times a year—Annual Subscription $15. 











COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 


The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
Type ieee minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


odetn Meters tor Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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DAVEY TREE TRIMMING SERVICE 


1846 WF 1923 
JOHN DAVEY 


Founder of Tree Surgery 


Tailored Trees 


@ Top Clearance 
@ Drop Crotching 
e@ Side Clearance 
@ And What Have You 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 

















Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems 

public utility regulation in the United State 
with emphasis upon the expanding role of the Feder 
Government in the regulation of public utilities, ; 
activities in undertaking power projects and pro 
moting rural electrification, and the issues involve, 
in governmental ownerships. The well-rounded treat 
ment and critical viewpoint will be of aid to all wh 
are interested in evaluating the present status 
public utility regulation, its strengths, weaknesses, an: 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 
Munsey Bldg. Washington, D. ¢. 














HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spi 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 
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HERE’S TRUCK VALUE: 


* Choice of 2 improved V-8 
engines — 85 or 95 hp. 


%* New 4-cylinder super- 
economy engine, optional 
in Commercial Cars and 
122-inch trucks. 


%* Beautiful modern styling 
— an important asset to 
your business. 


% Rugged, dependable full- 
floating rear axles in all 
trucks, %4-floating in 
Commercial Cars. 

% Improved rear springs 
(main and auxiliary) on 
Regular and C.-O.-E. 
Trucks for heavy duty. 











1941 FORD TRUCKS 


FORD MOTOR COMPANY, BUILDERS OF FORD V-8 AND MERCURY CARS, 
TRUCKS, COMMERCIAL CARS, STATION WAGONS AND tnanere uate 
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Non, no skilled workman ever loses his job at Row 


ployees enjoy—have helped make Royal thy 


Wenz PROUD to be able to say—no skilled 
workman ever loses his job at Royal! 

Yes, we have the problem of layoffs—what 
business hasn’t? But we know how serious the 
loss of his job is to the man who has devoted 
years to the mastery of his craft. . . that the 
employee with dependents needs and deserves 
every consideration. 

It is our theory that the skilled workman 
should be kept employed—even if it is on a less 
important job than normally. 

Certainly, we're proud of a policy like this. 
Our craftsmen, too, are proud to be part of an 
organization whose appreciation of a job well 
done goes further than the pay envelope. Their 
loyalty to Royal and the excellence of their work 
is but a reflection of this pride. 

And when you consider it, isn’t that good 
business for us, as well as good business for you? 
For, protecting our investment incraftsmanship— 
protects your investment in the finished machine! 


The skilled hands of our craftsmen—and the 
security and consideration they and all our em- 


November 7,19 





leading typewriter in the world today. 


Rov 


lp 


> 


Slo No! 


EWRITER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





oven 


7, WR oyember 7, 1940 Public Utilities Fortnightly 





_.. st 


Te saying “It’s only a drop in the bucket” has 
long been used to describe inconsequential 
waste. But little drops of water accumulating over 
a period of time will amount to a surprisingly large 
volume. It’s these little drops, the low flow rates 
of less than one gallon per minute, that the average 
domestic meter will not measure with any satis- 
factory degree of accuracy. 

Authoritative sources report that approximately 
30% of the water consumed in domestic service 
f is at rates of flow under one gallon per minute. 
With conventional meters much of this low flow 
rate slips by the meter without being recorded. Itis 
obvious that in any size distribution system this un- 
recorded flow amounts to a serious loss in revenue. 


The Pittsburgh IMO Meter has effectively solved 
the problem of low flow measurement. Standard 
MO specifications call for accuracy of 98% at 1/4 
g.p.m., 90% at 1/12 g.p.m.,and this initial accuracy 
is sustained accuracy as has been proven by the 
most severe tests conducted by unbiased engineers. 
In addition to its accuracy qualifications, the in- 
herent design of the Pittsburgh IMO results in 
silent operation, longer life and lower maintenance 


costs. You can get the facts about this remark- 
able meter and its ability to save important dollars 
in lost revenues from bulletin W-529. Write for 
your copy today. 





PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE CO 
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NEW PEAKS of Efficiency 
in Diesel Crawler Tracto 


In terms of performance, operating economy, 
low maintenance, and long life, the FOUR 
NEW INTERNATIONAL DIESEL TRAC- 
TRACTORS are in a class by themselves 
... far ahead of anything you’ve seen yet in 
crawler power. The big TD-18 set a new 
pace when it got on the job last year. The 
TD-14, TD-9, and the small TD-6 are fol- 
lowing right on its heels with their good 
work. 


This quartet of streamlined efficiency has 
everything users have needed and asked for 
in crawler tractors ... features and qualities 
that put TracTracTors well in advance of 
the market. On-the-job evidence proves the 
great value of such points as these: Easy- 
starting International full Diesel engines; 


wide range of traveling speeds and fast x 
shifting; easy-operated, multiple-disk ste 
ing clutches; exclusive track frame stabilize 
and ball-and-socket pivot construction whi 
relieves the pivot shaft and track frame, 
leverage loads and assures positive tra 
alignment; long-lived, quintuple-sealed trad 
rollers; and accessibility that can’t | 
matched. 

Get acquainted with International Dies 
TracTracTors—call the nearby Intem 
tional industrial power dealer or Compa 
branch. 


INTERNATIONAL HARVESTER COMPAN! 


180 North Michigan Avenue Chicago, Iilin 


INTERNATIONAL HARVESTER 
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From the 


Sane of the Customer. ° 


hed CUSTOMER is interested primarily in an 
efficiently and economically run Water Depart- 
ment. Efficiency in the operation of meters implies 
meters that are accurate at all rates of flow and 
which will serve the Department for many years 
at least expense. Such meters mean that the cus- 
tomer pays only his fair share of the water expense. 
The charge for water is equably distributed over 
the total gallonage actually used; and the cost of 
unregistered water and high maintenance need not 
be made up for by higher water rates nor taxes. 
@ Trident Water Meters have an established repu- 
tation for sustained accuracy at all rates of flow. 
They are simple and durable. They may be easily 
repaired and restored to a high degree of accuracy 
with interchangeable parts, which minimize labor 
and material costs. 

@ Trident Meter life and service far more than 
offset the initial cost of Trident Quality. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 
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» BKW Open-Pass Boiler is a new type of 
that attacks at its source the problem of 
be fouling caused by slag in high-tempera- 
phigh-capacity boilers. The design is such 
ta considerable quantity of the ash is 
inated ahead of the convection surface in 
» boiler, and, at the same time, the remain- 
of the ash is conditioned so that it is 
tively harmless as it passes over the con- 
ion surface. 


In high-capacity boilers of conventional de- 
s, the problem of tube fouling has been 
entuated largely because high-temperature 
am requirements necessitate the super- 
ater being in a zone of high-temperature 
ses and, therefore, without the protection 
boiler tube banks to the extent previously 
ployed in lower temperature units. 


The Open-Pass Boiler meets and solves this 
oblem. 


The slag-tap furnace of this unit which, dur- 
p operation, has liquid ash covering its walls 
d floor, is ideally suited for ash elimination. 
¢ molten slag on these surfaces functions 
ectively in retaining ash particles coming in 
tact with it, these slag accumulations run- 
g down the walls continuously to be dis- 
arged through the slag-tap opening in the 
ace floor. 


On leaving the primary furnace the gases 
avel at high velocity through long, open, 
bter-cooled passes that provide a transition 
age in which the ash leaving the primary 
mace in suspension in the gases, passes 


185-T 


THE BABCOCK 


25 LIBERTY STREET 


& WILCOX 


NEW 


from the fluid state, through a plastic sticky 
state, to a dry granular form. 


A large part of the slag particles carried in 
suspension into the first open pass deposits 
on the walls, and, being at a high temper- 
ature, is removed naturally by flowing down 
onto the floor of the primary furnace and 
through the slag-tap opening. In the second 
open pass, the ash is dry and is discharged 
with the aid of downwardly flowing gases to 
the dry-ash hopper. The downflow of gases 
at relatively high velocity promotes self-clean- 
ing and uniform gas temperature across the 
pass, without lanes of higher-than-average 
temperature gases that would exist with a 
slower, upward flow of gases in a larger cham- 
ber. Added to this downflow is a U-turn of 
the gases, which, together with a reduction in 
their velocity before they enter the super- 
heater, provides an arrangement that ensures 
further effective removal of ash and mate- 
rially reduces the quantity of ash reaching the 
convection superheater tubes with gases at a 
more nearly uniform temperature across the 
entire width of the tube bank than is possible 
with more conventional designs. Thus, there 
is little opportunity for gas lanes at higher- 
than-average temperature to cause. tube 
fouling. 


it is in this manner that the slag problem is 
approached with the B&KW Open-Pass Boiler 
—with a pound of prevention instead of the 
proverbial ounce—by attacking the cause of 
slag fouling. 


COMPANY 


EO RES ON. 4, 


BABCOCK & WILCOX 
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A SRR eT em 


From the Early Period 
of the Telegraph tothe present 
remarkable development inthe field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it isthe most reliable and 
permanent insulation known 


THE KERITE Wistt&8r2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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Ditto D-44 


me utility men take nearly as long to produce copies 
eir reports as it took to gather that data. Others have 
bvered Ditto. When you also know the new Ditto D-44, 
I find that it is useful to everybody, every day, every 
On practically every routine operation. 


ithout type, stencil or ink it makes 300 and more 
t copies of anything written, typed or drawn... 
schedules; operating and progress reports; specifica- 
; engineering drawings; service, factory and work 
rs; forms, and the like... 70 copies a minute, in one 
ur colors at once, 6c for the first 100, 3c thereafter. 


inals can be iti — lent for cumu- Gentlemen: : ‘ 
Pre er Senna ves Send me copy of your book, “Copies, Their Place 
Ports. Business.” No obligation. ‘ 


DITTO, INC. 
2220 W. Harrison St., Chicago, Ill. 


ke your department more effective—get the whole roe 
of Ditto’s public utility performance on gelatin or 

d duplicators. Use coupon for free idea-booklet, 

pies, Their Place in Business.” No obligation! 
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KINNEAR MOTOR OPERATED 
STEEL ROLLING DOORS 


Af. 
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Take any key feature of these famous doors — you'll quickly see how it boosts 
door efficiency! First, Kinnear Rolling Doors are more ideally suited for time- 
saving, step-saving Motor Operation. And take their vertical, coiling upward 
operation! That saves floor, wall and ceiling space, and keeps the doors out 
of the way of plant operations and all traffic when open. Or look at the rugged, 
all-steel construction! That not only assures longer wear — it also gives you 
protection against intrusion, riot, sabotage and theft — it defies weather, resists 
accidental damage and 
repels fire. Again, there’s 
Kinnear’s positive, ef- 
fective spring counter- 
balance — assuring 
smooth, easy operation! 
Check the other gains 
your plant will make 
with Kinnear Rolling 
Doors . . . write for 
This rugged Kinnear complete catalog TO- 
Motor Operator opens the DAY! The Kinnear DOORS 


doors, quickly, smoothly, Manufacturing Com- CAN BE 
easily. Built for long, care- pany, 2060-80 Fields OPENED 
free, economical, heavy- : FROM ANY 
duty service! Easily added Ave., Columbus, Ohio. ER OF 
to any Kinnear Rolling NUMB 

| CONVENIENT 


Door—whether new or 
now in service. POINTS! 
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9 Get the PIPE in the Ground... 


ve CLEVELANDS*% ana 
Watch Your Costs Ga Down | 


For All-round Gas Trenching— 
the MODEL 95 


The Famous "Baby Digger" pioneered and per- 
fected by "Cleveland" known and used every 
day by Gas Companies the country over. 





Answers every requirement for distribution 
work. An unbeatable combination of speed, 
maneuverability, power and ditch-capacity, 
in a small mobile unit. Digs 11” to 23” in 
width. 51/2’ in depth. 


for 1. Laying Pipe 


2. Filling and Compacting Trenches 
the MODEL 80 


The "80" applies machine-savings to the pipelaying and 
backfilling operations. Speeds up the work, does a 100% 
job of trench-compacting at much lower costs. Works in 
limited spaces. 


A machine of such genuine utility, you'll wonder how you 
ever got along without it. 


A STILL SMALLER TRENCHER FOR SERVICE AND SMALL 
DIAMETER PIPE— the MODEL 75 


The latest "Cleveland" achievement, the "75" weighs but 7000 pounds! 
Is only 45 inches wide! Digs 8 to 12 inches width, 3!/2 feet depth. 
At last! A tiny trencher, for small trench, that has the required 
strength and durability. 


Ask for Information TODAY on These Modern Machines 


THE CLEVELAND TRENCHER COMPANY 


a “Pioneer of the Small Trencher” 
& 20100 St. Clair Ave. Cleveland, Ohio 


@ CLEVELANDS ©] || 
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Unique GENSPRING Constant-Support Hangers 
eliminate weight-stress . . . boost overall safety 


factors of piping! 


Through use of Grinnell GENSPRING 
Hangers, the weight of the pipe is accurately 
balanced at all times . . . weight-stress due 
to thermal movement is practically elim- 
inated ... and vibration is minimized. For, 
these unique hangers are precision-engi- 
neered to provide constant support and 
non-resonant vertical movement in all 
“hot” and “‘cold” positions of the pipe. 
They are made to support loads ranging 


from 250 pounds to 8500 pounds. 


EXCLUSIVE GENSPRING Feature 


. Constant Support in all vertical pip 
positions. 


. Non-Resonant and Vibration-Ab: 
ing properties. 


. Standardized capacity and 

. Accurate calibration. 

. Convenient load adjustment. 

- Tell-Tale Indicator of pipe po: 

. Minimum head-room requirements. 


wR 





No other hanger offers such opportuni 
for improvements and economies in po 
piping systems! That’s why GENSPRI 
Constant-Support Hangers are now serv 
in leading steam plants, in naval and co 
mercial ships, and in major oil refine 
throughout the world. 

Write for new data folder, “Grin 
GENSPRING Constant-Support Hange 
Grinnell Co., Inc., Executive Offices, Pra 


dence, R. I. Branch offices in principal 


GENSPRING CONSTANT-SUPPORT HANGERS GRI N N EL ; 


WHENEVER PIPING 1s INVOLY 
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CHEVROLET TRUCKS 


MOST POWERFUL 
TRUCK ENGINES IN THE LOW-PRICE FIELD 


93-HORSEPOWER 
HEAVY DUTY 
“LOAD-MASTER”’ 
ENGINE 


(Optional at extra cost on 
Heavy Duty trucks) 


) 90- 
im HORSEPOWER 
STANDARD 
ENGINE 





CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


| OUT-PULL * OUT-VALUE * OUT-SELL 


60 MODELS - - - ON NINE LONGER WHEELBASES - - - A COMPLETE LINE FOR ALL LINES OF BUSINESS 


) 
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Dictograph Intercommunicating Equipment being used by Customer Contact Clerk in securing credit veri. 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 
CUSTOMER CONTACTS 


‘How rapidly can your Contact Clerks take 
care of service applications . . . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiitly . . . silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 


May we have our Special Utility Representative call to discuss your 
problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 
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SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating problems, as pre- 
sented in the decisions of State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 


1038 Munsey Bidg., Washington, D. C. 




















ASPLUNDH 


ECONOMICAL LINE CLEARING 


Clearing lines THROUGH trees to 
accomplish smooth transmission of 
electricity for light, power and 
communications OVER them. 


ASPLUNDH TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Ogontz 3750 
Chicago, Ill. Alexandria, Va. Rutherford, N. J. 
Randolph 7773 Alexandria 3581 Rutherford 2-7434 
Binghamton, N. Y. n, D.C. New Castle, Penna. 
Binghamton 4-5314 New Castle 2285 


Columbus, Ohio Pittsburgh, Penna. 
Adams 5432 Atlantic 9798 


LINE CLEARING 


Washingto 
Shepherd 6115 

Baltimore, Md. 
Plaza 7656 





SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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This quick- starting house unit 
station on line in seconds ratherthan minut 












LLIO 


es int 
GENERATORS 







C SEAL BEACH STATION, Los Angeles, serves as 


standby to hydro power. Its two main units total 
MECHANICAL DRIVE TURBINES 


STEAM ENGINES 81,250 Kva. It is extremely important to get them on 
ENGINE-GENERATORS e . h d 
MOTORS the line quickly, when needed, 
GENERATORS 
MOTOR-GENERATORS In order to speed up this operation the Elliott quick- 
CONDENSERS 
DEAERATORS starting, noncondensing 2500-kw. turbine - generator, 
FEEDWATER HEATERS 
DEAERATING HEATERS illustrated, was installed. It is now a matter of seconds 
STEAM JET EJECTORS 
CENTRIFUGAL BLOWERS 
DESUPERHEATERS to 45 minutes formerly required. 
STRAINERS 
GREASE EXTRACTORS 
SEPARATORS Elliott Company is particularly well fitted to build small 
NON-RETURN VALVES 
LAGONDA-LIBERTY TUBE CLEANERS 


to pick up full load on a main unit, instead of the 30 


and medium-size turbine units of all kinds. This includes 
the complete range of sizes and conditions for mechan- 


[a ical drive turbines, and complete turbine -generators. 


COMPAN 


Steam Turbine Department, 
JEANNETTE, PA. 
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American Water Works Asso., Minn. Sec., opens meeting, St. Paul, Minn., 1940. 
American Water Works Asso., Four States ec., convenes, Wilmington, Del., 1940. 





Y American Society of Mechanical Engineers will convene for session, New York, N. Y., 
Dec. 2—5, 1940. 





q Tax Policy League will hold annual symposium, Chicago, Ill., Dec. 2, 3, 1940. 





ee gh Society of Agricultural Engineers will hold fall meeting, Chicago, Ill., Dec. 





Mid-West Gas School and Conference open, Iowa State College, Ames, Iowa, 1940. 
Wisconsin Utilities Asso., Electric Sec., starts meeting, Milwaukee, Wis., 1940. 





{ National Adequate Wiring Bureau and the International Association of Electrical Leagues 
hold adequate wiring conference, Chicago, IIl., 1940. 





—— Water Works Asso., Missouri Valley Sec., convenes, oo Neb., 1940. 
American Municipal Association starts meeting, Chicago, Ill., 1940 





J Mid-Southeastern Gas Association opens convention, Raleigh, N. C., 1940. 
q Jilinois Public Utilities Asso. starts general meeting, Peoria, Til., ” 1940. 





{ Kentucky Independent Telephone Association will hold meeting, Dec. 3, 4, 1940. 





TY American Transit Association, Bus Division, will hold New England regional confer- 
ence, Boston, Mass., Dec. 5, 1940 





{ National Warm Air Heating and Air Conditioning Association will convene, Detroit, 
Mich., Dec. 9—11, 1940. 





1 Vasional Conference on Government begins, Springfield, Mass., 1940. 
Virginia Independent Telephone Association begins convention, Roanoke, Va., 1940. 





{ National Association of Railroad and Utilities Commissioners will hold annual conven- 
tion, Miami, Fla., Dec. 10-12, 1940. 











{ Midwest Transit Association will hold winter meeting, Kansas City, Mo., Dec. 13, 1940. 











From an etching by A. Publiese Courtesy, Kennedy & Co., New York 
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Uncle Sam in a Swamp 


The author takes a look at the forty-nine-million- 
dollar Santee-Cooper Federal project 
in South Carolina. 


By HERBERT COREY 


HERE must be something wrong 

with this article. It does not 

seem probable that any enter- 
pie thought up by mortal man could 
beas warped and tangled as the Santee- 
Cooper lock, dam, and pork barrel 
project seems to be. It is only reason- 
able that some extenuating circum- 
stance can be found for it—outside, of 
course, of the all-important fact that it 
is scattering forty-nine millions of the 
Federal taxpayers’ best dollars among 
the patriots of South Carolina—but 
this writer has failed to find it. It is 
an outstanding evidence that the peo- 
le are being ruled nowadays by a 
gtoup of All Highests and that the only 
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choice left to the taxpayer is to like it 
or not like it. He will take it, either 
way. 

Let us discover precisely what this 
Santee-Cooper project appears to 
be: 

It is a flood control project that can 
control no floods. 

It is a navigation project that may 
never float a laden boat. 

It is a power production plant in a 
state that now exports one-fourth of 
the power it produces. 

It is set in a section which is next 
thing to moribund, for its population is 
largely Negro, and its agriculture has 
declined. 
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It promises, on the statement of ex- 
perts, to injure the fishing and destroy 
much of the wild life in the area. 

It will cover with muddy waters 
50,000 acres on which more or less suc- 
cessful farming is now being done. 

It will compel the transplanting of 
hundreds of swamp Negroes from 
homes in which they are content to lo- 
calities in which they may be tragic 
and infinitely pathetic misfits. 

It will establish two new breeding 
plants for the malaria-carrying mos- 
quito in the low countries which are 
already saturated with chills and fever. 

It will drive out of business several 
lumbering and wood-working com- 
panies. 

It may cost $100,000,000 instead of 
the $49,000,000 of the present. 


Tl will either compel the reluctant 


state of South Carolina to put its 
hand in its pocket and underwrite is up- 
keep—although the state had so little 
confidence in it that it peremptorily 
and statutorily declined to contribute 
so much as one thin dime—or else— 

The state will throw the cost of 
maintenance back to the Federal gov- 
ernment, which will then resort to its 
time-honored scheme of seizure of 
privately owned plants for outlets. 

It is, in short, one of the most extra- 
ordinary combinations of politics and 
taxpayer robbery to be encountered in 
a period of political extravagance in 
which the taxpayer is the universal fall 
guy. If there is one good thing which 
can be truthfully said of the Santee- 
Cooper project, I have not heard it. I 
do not count it a good thing that fat 
salaries are being paid from the Fed- 
eral Treasury to complaisant employees 
of the South Carolina state. 
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I’ I am wrong it will not be difficy! 
to prove it. Suppose we examing 
Santee-Cooper link by link—or, bette 
still, scale by scale. 

Charleston, S. C., is one of the love 
liest cities in the United States. If 
were to say that it is the loveliest, 
would not be challenged by those wha 
know it. Three hundred thousan 
visitors left an average of $10 each j 
1940 and there will be more in eac 
succeeding year as the tale of its 
ancient architectural beauties and it 
acres of flowers becomes better known 
But it is somnolent. Once it was the 
third most important port but it is not 
to be found today in the list of im 
portant ports in the World Almanac 
First indigo and then rice and finall 
cotton failed it. It has a navy yard and 
a few small industries, but it devotes 
itself chiefly today to the art of gracious 
living. On the mainland are farm lands 
which are no longer fertile and areas of 
primeval timber and great swamps 
abounding in deer and bear and cottor- 
mouth moccasins. 

Cooper river is a tidal estuary whic 
forms a part of its harbor, and is navi 
gable for a few miles from the sea 
Farther north is the swift Santee, re¢- 
dish-brown with silt, 150 miles long, 
and said to carry more water than the 
Hudson. The Santee’s bed is 70 feet 
higher than the sea level Cooper, and 
in 1800 a 22-mile-long canal was com 
pleted to connect the two rivers, witha 
minimum depth of 4 feet. For fifty 
years this made water transportation 
possible between Charleston and Co 
lumbia, S. C., a distance of 130 miles, 
but railroad competition ultimately 
forced its abandonment. Nowadays 
the trucks are eating away the rai 
roads’ freight business, but the old 
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dream of cheap water haulage lived on. 
Various surveys were made, but noth- 
ing was done until in 1926 a company 
secured a license and permit from the 
FPC to generate electricity by water 
power in the Santee basin. Again 
nothing happened until the Age of 
Gold dawned in 1933. 


—— Carolina takes its politics 
without water. In 1932 it cast 
102,347 votes for Roosevelt against 
only 1,978 for Landon, but when the 
shower of easy money was well under 
way it learned to its horror that it had 
been almost forgotten. It is 39th in 
area; its assessed value is toward the 
bottom of the states’ ranking; its state 
debt is relatively high ; and the various 
taxes on industry and its punitive dam- 
age law had frightened business men 
away. It needed money badly, and 
someone remembered the shopworn 
Santee-Cooper project. U. S. Senator 
“Jimmy” Byrnes got busy. Governor 
Maybank said there would be 18,000 
jobs to be had. At Washington the 
project was coldly received. 

“Fantastic”? was one statement 
credited to Secretary Ickes. 

But the hungry South Carolinians 
leaped and’ howled at the gates of the 
Federal Treasury. The cost of the 
project was marked down at one time 
to $12,000,000 from the starting point 
of $40,000,000, but as the political 
fires began to thaw the Federal re- 
sistance, the cost was marked up again. 
The Santee-Cooper project touches 
only five counties and the rest of the 
state refused to get excited about it, 
but agreed that it was well to get the 
money while the getting was good. The 
editor of one paper said frankly that 
he had no liking for the scheme. 


“But,” he said in effect, “if the other 
states are getting all this money, we 
might as well get this $40,000,000 for 
ourselves.” 

At last an agreement was reached 
which is unique in the history of Fed- 
eral-state relations. Following is a 
quotation from the folder issued by the 
South Carolina Public Service Au- 
thority : 

Construction of the $40,000,000 Santee- 
Cooper project was financed under agree- 
ment with the PWA by a grant of $15,435,- 
000; in addition the WPA undertook the 
work of clearing the basin area at a cost of 
$6,495,000; (there is also) a loan of $18,- 
865,000 secured by self-liquidating revenue 
bonds issued by the S. C. Public Service 
Authority. .. . The S. C. Authority main- 
tains its own engineering staff to pass upon 
the various details. In addition PWA, as the 


financing agency, reviews all proposed ex- 
penditures, construction plans, and contracts. 


| sgemnicians this for the sake of clar- 
ity, it appears the Federal govern- 
ment put $21,930,000 in the pot 
through the twin PWA and WPA and 
then loaned $18,865,000 on the “se- 
curity” of revenue bonds. Since then 
some more money has been sent in by 
the Federal Santa Claus, making a 
Federal total of $49,000,000 in round 
numbers. At this point another quota- 
tion from the authority’s authorized 
statement is desirable, for it makes 
very clear the unchallenged fact that 
the state of South Carolina has never 
regarded the Santee-Cooper project as 
anything but a frying pan in which can 
be tried out the rich Federal fat. 
Under the act passed by the S. C. general 
assembly, which provided for the Santee- 
Cooper project, the state of South Carolina 
and its political subdivisions are forever ex- 
empted from any financial liability arising 
from its construction and operation. 
I furnished the italics in that 
sentence. If it means anything at all, 
and the forty-six counties of South 
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Carolina, already overtaxed seriously, 
are apt to read it as written, it means 
that the state proposes not to assume 
financial responsibility to the extent of 
one sou markee. The general assembly, 
one would assume, lacked passionate 
belief in the project. But in order to 
get that first $21,930,000 out of the 
Federal government it was necessary 
to make a gesture. The assembly au- 
thorized a “self-liquidating” loan of 
$18,865,000: 

Careful surveys have determined that its 
operation should be productive of sufficient 
revenue to pay all operating costs, retire the 
indebtedness represented by the issue of rev- 
enue bonds, and ultimately to acquire a sub- 
stantial surplus, which, under law, will go 
into the treasury of the state for general 
purposes. 

The state of South Carolina is due 
for a rude, even a noisy awakening if it 
hopes to evade payment of the “self- 
liquidating revenue bonds” on which it 
borrowed $18,865,000 of Federal 
money. The government, on the au- 
thority of Dr. Clark Foreman, of the 
power division of the PWA, made the 
categoric statement that South Caro- 
lina is expected to pay up if and when 
the bonds default. The Interior De- 
partment, he said, had loaned on other 
revenue bond issues to other states, 
identical with the South Carolina issue, 
and expected to be paid when the 
money was due. Dr. Foreman refused 
to agree that the state had specifically 
restricted the security to the revenues 
from the bonds. It is a state debt and 
must be paid by the state when due. 

The writer at this point will suggest 
that South Carolina will be terribly, 
terribly hurt when this bill is presented. 


‘ ’ 


HE “careful survey” referred to 
above has never been reduced to 
anything more tangible than an aspira- 


tion, so far as I know. In recent issues 
of the News and Courier of Charles. 
ton, which is not only the leading 
newspaper of South Carolina but ranks 
high editorially through the South, | 
have found various acid comments on 
the fact that so far as the News anj 
Courter knew at the time of editorializ. 
ing, no firm offer to buy power has been 
made by any potentially important 
power user. There have been nebulous 
reports of nameless companies which 
might buy power, but no contracts had 
been signed at the time of writing. The 
News and Courier has _ repeatedly 
commented on the modest reticence 
shown by Senator “Jimmy” Byrnes and 
governor of late about the Santee. 
Cooper project. The editor suggests 
that the less said about it the less trov- 
ble these gentlemen will have with the 
rest of South Carolina when the time 
comes to nominate candidates for high 
office. The editor certainly knows more 
about these matters than I do. Thisis 
not an inquiry into South Carolinas 
politics. Editor Ball goes on to suggest 
that the various state employees of the 
project might well invest 10 per cent 
of their salaries in bond purchases. 


N°? other state has entered into 
similar arrangement with the 
Federal government. Up to date tt 
seems that all the money has been put 
in by Washington, but a state author 
ity was created with the presumptive 
right to direct operations. The salaries 
paid to the salaried folk in the author- 
ity amount to $316,000 annually. How 
much other money goes to the author. 
ity I have no means of knowing. Ott 
South Carolina lawyer presented a bil 
for $183,000 worth of legal services 
but in the tumult that immediately fol 
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State to Receive Profit 
6c] F Santee-Cooper should make a profit, that 


profit goes to the state. When it is com- 
pleted it will be turned over by the Federal folks to 
the South Carolina Public Service Authority for 


wer 
WIS 


, 
OM 


operation. The PSA has built up an annual salary 
list of $316,000 during the period of construction, 
... It continues to be the fact, however, that the 
Federal people are making the plans, supervising 
the work, and governing the expenditures.” 





lowed the presentation, the bill was cut 
to $57,000. The writer assumes that 
the services were worth the sum as 
originally stated and that the combined 
Federal forces of the PWA and the 
WPA were unreasonably picayune in 
reducing it to the figure at which set- 
tlement was made. At least one person 
inthe state no doubt regrets this reduc- 
tion—one other than the lawyer—for 
in a statement to the newspapers he 
made it clear that he still regards the 
No’th as his enemy and thinks of the 
Santee-Cooper project as one means of 
getting back some part of what South 
Carolina lost because of the Civil War. 
But there is nothing to be done about it. 


fang PWA and the WPA have been 
in control of the situation because 
theycontrol the finances. They, as stated 
in the plaintive sentence previously 
quoted, “review all expenditures.” So 
far as can be discovered they review 
these expenditures efficiently. Con- 
struction contracts seem to have been 
et in open competition, and although 
the white and Negro workmen on the 
works are paid 40 cents an hour— 
which is extremely high for the swamp 
country—when the charges for board 
and laundry have been subtracted from 
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the pay for the average weekly hours, 
the workmen receive only about $6 for 
swamping. 


HARGES were investigated by the 
South Carolina senate that the 
project was being extravagantly and 
inefficiently managed. This writer can 
only record the fact without prejudice. 
Something like 200,000 acres were 
bought for clearance for the two great 
reservoirs which are to impound the 
waters of the Santee and its tribu- 
taries. Some of these acres were in the 
most dismal swamp that can be imag- 
ined. Four Hole Swamp and Hell 
Hole Swamp furnish sufficient defini- 
tion merely by their names. Other 
acres were covered with magnificent 
timber and in the purchase it seems the 
authority lost $450,000 on resale to 
sawmillers. Other acres were embraced 
in farms and plantations and might 
average a $50 valuation, this depend- 
ing on how well they had been kept up. 
One plantation was condemned at 
$100,000, and its owner said then and 
continues to say now that he would not 
have taken twice that sum for it. Senti- 
ment entered into the bargaining in 
many instances, for the families of 
some of the owners lived on their 
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plantations when the Revolutionary 
War was at its height. It was here- 
abouts that the “Swamp Fox” operated 
against the British. Until one sees 
these Carolina swamps one cannot ap- 
preciate the heroism of Marion and his 
men. Maybe Americans have “gone 
soft,” as President Roosevelt said the 
other day, but they were not soft in 
those days. 


N any event the investigation by 
the South Carolina senate was 
dropped. Perhaps the charges were not 
well backed, but the fact is that it seems 
to have dawned on the senators that 
all the money involved was Federal 
money and all the bossing was Federal 
bossing, and all of whatever inefficiency 
there might have been was Federal in- 
efficiency. It is true that the state au- 
thority with its $316,000 worth of sal- 
aried men did a great deal of leg work, 
but the Federal men either ok’d or 
turned down all the agreements entered 
into. At one time agents from the 
TVA were brought into the state to 
check on the $316,000 worth of South 
Carolina’s men, and at another time 
land appraisers employed by the Fed- 
eral Land Banks were on the job. They 
seem to have taken a less feverish view 
of swamp land values than did the 
home-raised appraisers. The courts 
seem to have supported the land value 
estimates made by the furriners. It is 
not suggested that the state authority’s 
employees were anything short of ex- 
cellent, but it is obvious that the senate 
of the state of South Carolina would 
run into considerable trouble if it at- 
tempted seriously to investigate the 
Federal WPA and PWA. It simply 
could not be done. After a few futile 
days of back-chatting the investigation 
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was dropped. The lower house of the 
general assembly was asked by sever, 
of its more discontented members t 
make an investigation on its own, but 
nothing was done about it. Nothing 
could be done about it. In any case th 
politicians did not think it was reall 
bright to bite the Federal hand that 
fed them. Another editorial from thd 
Charleston News and Courier (Demo- 
cratic) seems pertinent at this point: 


Reduce the Federal officers by two-thirds, 
end “relief,” abolish WPA, stop work on 
Santee-Cooper, suspend the Federal subs 
dies, devote the money saved to the national 
defense, and the popularity of Mr. Roose. 


New Deal would not last thirty days in 
South Carolina. 
DITOR Ball knows his own people 
better than I do, and therefore | 
shall not suggest that if the Santee: 
Cooper project proves to be a complete 
financial flop the state would put its 
hand into its pocket to make good on 
the $18,865,000 of “‘self-liquidating 
revenue bonds” put up by the state as 
security for a Federal loan of the same 
amount. That loan is secured solely by 
a lien on any future profit the project 
may make. In the meantime it appears 
that $45,785,000 of Federal money has 
been put into it—and not a dime o 
state money—and when I visited the 
project recently the informal estimate 
is that it is about one-third completed. 
Certainly it does not look to be more 
than one-third completed, to the am 
teur eye. It must be admitted that this 
is pretty good for a scheme once valued 


_at $12,000,000 and even at that mark- 


down figure considered “fantastic” by 
cold-blooded engineers at Washington. 
(Note. Since this was written the total 
of the Federal investment has risen t0 
$49,000,000. No one can say to what 
lovely heights it may rise. Dr. Clark 
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Foreman says no more money will be 
needed to complete it. Dr. Foreman is 
—shall we say ?—a bit rancorous when 
this question is asked. ) 

Bear in mind that this is the Fed- 
eral baby. 

If Santee-Cooper should make a 
profit, that profit goes to the state. When 
itis completed it will be turned over by 
the Federal folks to the South Caro- 
ina Public Service Authority for op- 
eration. The PSA has built up an an- 
nual salary list of $316,000 during the 
period of construction, and no doubt 
will be expressed by this writer that the 
money has been well spent. It con- 
tinues to be the fact, however, that the 
Federal people are making the plans, 
supervising the work, and governing 
the expenditures. When the project is 
completed it will be able to produce, ac- 
wording to the official statement, 


An annual generating capacity during a 
year of average stream flow of 700,000,000 
kilowatt hours, of which 450,000,000 will be 
prime and 250,000,000 will be secondary. 


[' the Santee-Cooper project, once it 
is in state hands, loses instead of 
makes money, a fair assumption is that 
one of four things will happen: 

1. The Federal government will be 
asked to stand the annual deficit; 

2. The state of South Carolina will 
be overcome by generosity and will re- 
voke its statutory refusal to put a dol- 
lar in it or stand a nickel’s worth of 


e 


loss, and will squeeze that deficit out 
of its tax-paying citizens; 

3. The state will walk away, dusting 
off its hands, and leave the project to 
the cottonmouths and deer; or 

4. The Federal government as in the 
case of TVA will take over privately 
owned power companies and use them 
as outlets. The principal companies in 
the territory are the South Carolina 
Power Company at Charleston (Com- 
monwealth & Southern), Duke Power 
Company with headquarters at Char- 
lotte, and South Carolina Electric & 
Gas Company. Governor Maybank has 
been reported dickering with the 
trustees of Associated Gas & Electric 
for buying out the last-named subsidi- 
ary property. This would provide a 
much needed distribution outlet if it 
could be arranged, although it is not 
clear just whose money would be used 
to make the purchase. 

Completion is promised for the 
summer of 1941. Engineering opinion 
is that it may be ready by the autumn 
of 1942. An effort is being made now 
to represent Santee-Cooper as vital to 
the scheme of national defense, by 
which means more millions may be 
tempted out of Washington. It is en- 
tirely possible, of course, that Wash- 
ington may rule that the millions might 
better be used more directly in the na- 
tional defense, and Santee-Cooper may 
be permitted to vegetate until millions 


out [by the Santee-Cooper project] and others crippled by 


q “SOME of the wood-working establishments will be driven 


the project’s flooding of the best stands of timber. In any 
case the woodworkers use steam in their drying operations, 
and with the surplus can actually produce electricity and sell 
it to the power companies at a price that affords both seller 


and buyer a profit.” 
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can be had directly from taxation 
rather than from borrowing. That, of 
course, is pure surmise. It is possible, 
however, to examine with some care 
the possibilities of profitable business. 


AS from the furnishing of whole- 
sale blocks of supply to now ex- 
isting utilities, there is no considerable 
sale of power in prospect, so far as has 
been announced by the PSA. A $10,- 
000-a-year booster, complete with of- 
fice help, has been on the job, but he 
has not yet been able to sell any power 
worth mentioning. For this various 
explanations may be cited offhand. 
The few textile factories in the near 
vicinity have not been so abundantly 
prosperous that other textile factory 
owners have been tempted to move in. 
Labor of a rather high standard of in- 
telligence is required to operate the 
looms, and Negro labor will definitely 
not do. Some of the wood-working es- 
tablishments will be driven out and 
others crippled by the project’s flood- 
ing of the best stands of timber. In 
any case the woodworkers use steam in 
their drying operations, and with the 
surplus can actually produce electricity 
and sell it to the power companies at a 
price that affords both seller and buyer 
a profit. There are a few deposits of 
excellent limestone, but not enough to 
keep a $100,000,000 power plant busy. 

No statement has been made that 
any other industry will find in the San- 
tee-Cooper area the conjunction of 
cheap power, raw materials, easy 
transportation, and good markets. By 
that I mean that no names have been 
named or figures cited. Such indus- 
tries may be found. This writer can 
only say that when he visited the 
project no such industry had been 
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identified. There may be an extension 
of REA activities. The fact seems to 
be, however, that in the old rice planta- 
tion country, in which the magnificent 
befo’-de-wah plantation houses have 
been bought up and made sound again 
by rich men from the North who can 
afford to hunt ducks at the average cost 
of $10 a duck, the houses which have 
been electrified have their Diesel plants 
to thwart off-season “short-circuits.” 


Hen Negroes of the district prac- 
tically touch no money from one 
year’s end to another. They garden a 
little, fish a little, hunt and trap a little, 
sing superbly at their little churches in 
the swamp—which will be flooded out 
—sit in the sun and enjoy life. They 
do not even screen their shacks against 
mosquitoes. The idea that they will 
buy electricity is mere moonshine. 
There are moonshiners in the swamps, 
but it is evident that they would not 
equip their stills with electric lights. 
The plantation owners who have held 
on to their places by the exercise of the 
most extraordinary courage and deter- 
mination will have been evicted. This 
writer does not wish to be wholly dis- 
couraging. It may be the state PSA 
will find a sale for its juice. He can 
only say that there is no evidence of 
that prospective sale as yet. 

The navigation feature of the 
project? 

A more tender-hearted man would 
not mention it at all. The lift in the 
power house lock will be 75 feet. Two 
canals, totaling 124 miles and from 
200 to 300 feet in width, will connect 
the Cooper and the Santee rivers 
through the two reservoirs, or lakes, 
the Santee and the Pinopolis, which 
will cover an area of 250 square miles 
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Possibility of Navigation 


ot make navigation possible, works must be constructed at 

the exit into the Cooper and the entrance from the Santee. 
The Santee must be dredged and snagged and—before anyone need 
worry about running boats from Charleston to Columbia—the 
Congaree river must have the snags lifted out of its bottom from 
its junction with the Santee all the way to Columbia. Army Engi- 
neers say it can be done. That is all they have said at present. If it 

can be done, the Army Engineers can do tt.” 





The canals will have an average mini- 
mum depth of 10 feet. The Santee is 
swift, full bodied, and laden with silt. 
Precisely how the canals and the reser- 
voirs will be kept from silting up is a 
matter to which no attention is being 
given at present. To make navigation 
possible, works must be constructed at 
the exit into the Cooper and the en- 
trance from the Santee. The Santee 
must be dredged and snagged and—be- 
fore anyone need worry about run- 
ning boats from Charleston to Colum- 
bia—the Congaree river must have the 
snags lifted out of its bottom from its 
junction with the Santee all the way to 
Columbia. 

Army Engineers say it can be 
done. That is all they have said at 
present. If it can be done the Army 
Engineers can do it. 

But why? 
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HERE simply is not the business 

for boats that might be taken up 
the Cooper, through the reservoirs, 
through the canals, into the Santee, 
and up the Congaree. This is beyond 
question too bad, but there it is. The 
boosters for the Santee-Cooper project 
say the business will be found. They 
have not yet said what business or 
where it will be found. If they found 
the business, it must still be remem- 
bered that the concrete roads between 
Charleston and Columbia are perfect. 
The railroads drove the old Santee 
canal out of business and the trucks are 
gradually getting more and more busi- 
ness from the railroads between South 
Carolina’s chief port and its capital. 
Water transportation means delays, 
troubles, transshipping, and ultimately 
loading cargoes into trucks. A truck 
could beat a boat from Charleston to 
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Columbia by approximately a week 
and handle freight at less cost. 

Let us forget the navigation end of 
the Santee-Cooper project. It is, of 
course, possible that pleasure excur- 
sions in motor boats might run up the 
Santee now and then to have a look at 
the alligators. About the only promise 
left to be examined is that the project 
will control floods. Maybe it will. This 
writer does not presume to state. But 
it should be noted that the floods of the 
past merely ran off into the swamps, 
which are full of water anyhow. No 
harm was done. What farming was 
done was on the higher land, un- 
touched by the floods. Some of this 
higher land, however, will be covered 
by the Santee-Cooper’s gathered wa- 
ters. The net result appears to be that 


arable land will be destroyed that the 
floods never touched. 


LS peep sige survey authorities will 
tell the inquirer that the harm 
done the wild life of the Santee 
swamps will amount to wholesale mur- 
der. Other biological authorities will 
tell the inquirer precisely the reverse. 
It has been noted in murder trials that 
experts can always be hired to speak up 
bravely for dementia praecox or 
against it. 

This writer does not know which 
set of experts to believe about Santee’s 
game and prefers to turn his thoughts 
to higher things. 

One of the higher things is the ulti- 
mate cost to the Federal government of 
the Santee-Cooper project. 





Futility of the Theoretical Yardstick 


¢ 2 is a fanciful idea that there is any single ‘yardstick’ for electric 
light and power rates. As for hydroelectric plants, wherein capital 
investment is a prime influence on rates, the yardstick idea presumes 
that the same amount of cement will dam any stream anywhere and 
produce the same power head; that cement can be transported and 
mixed and poured at a yardstick price no matter where; that impounded 
waters cause no more damage in one place than another; that all power 
dams are equidistant from main points of current distribution; that 
rights of way for transmission lines cost no more in settled lands than 
in the desert; that labor and material costs do not change from year 
to year; that standards of transmission and distribution construction 
are uniform; that interest rates on borrowed money are identical in all 
projects; that all utilities pay the same taxes in proportion to physical 
value, and in franchise charges—and so on more or less interminably. 
“So long as a debt charge for construction costs enters into the rate 
structure there is no more a yardstick for measuring cost of producing 
electricity than there is for measuring the cost of growing wheat or the 
cost of building highways.” 
—EpIitor1AL STATEMENT, 
Portland Oregonian. 





NOV. 7, 1940 





Mobilizing ‘Transportation 
For Defense 


The keynote of all national communication pre- 
paredness today, says the author, is speed in rail 
service, in the air, and over the roads. 


By T. N. SANDIFER 


HILE the national defense ma- 
chine is being geared toward 


a state of readiness just short 
of actual war demands, there comes 
the reminder that no country is 
stronger than its communications. 
Those communications, including now 
a transportation system never hitherto 
tried in a national emergency, are 
about to be put to the crucial test once 
again, for the second time in less than 
a quarter-century. 

In the first eight months of World 
War I, this country’s railroad system 
moved more than 2,000,000 troops be- 
tween military posts, cantonments, and 
to mobilization centers, the Mexican 
border and the Atlantic ports that were 
the last stop before France. This was 
not their only function; in 1917 the 
same roads carried more freight and 
passengers than in any previous year. 

With mobilization of the National 
Guard decreed, and with a draft under 
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way that equals the proportions of the 
first World War era, and with other 
emergency demands already in evi- 
dence, the railroads are preparing once 
more to attempt the extraordinary. 

It is unlikely, however, that their ef- 
forts will be hampered, as they were 
in 1917, by the fact that up to one- 
fourth of the roads’ car capacity was 
tied up for weeks or months by such 
doings as the shipment of carloads of 
anchors to say the Hog Island ship- 
yard, before that yard had laid the 
keels of the ships for which the anchors 
were intended. 

That actually happened. Also, it is a 
matter of record, more than 5,000 car- 
loads of piling, intended for the same 
yard, were kept standing because of in- 
ability of the authorities to handle 
these forehanded shipments. At one 
time, more than 200,000 loaded cars 
were kept standing on the rails by such 
operations. 
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No cars will be used for storage, as 
these were, in this period. Through 
their central body, the Association of 
American Railroads, it is believed to- 
day that steps sufficient to prevent any 
recurrence of such conditions have 
been taken by the roads. 


S PACE does not permit the details of 
these steps, most of which are fa- 
miliar to railroad executives, but the 
effectiveness of one major provision, 
the Port Traffic Control plan, has been 
demonstrated and the results are par- 
ticularly applicable to this discussion. 

This plan was inaugurated in No- 
vember, 1939, through codperative ac- 
tion of the railroads, at New York, 
with a manager of port traffic. The 
plan contemplates that whenever simi- 
lar control is indicated for any one of 
the Atlantic ports, it will be extended 
to control all, since conditions leading 
to congestion at one are likely to in- 
volve all. 

This step has resulted in the fact 
that in 1940, with greater traffic mov- 
ing through the ports concerned than 
in 1918, no congestion resulted at all; 
whereas in 1918 congestion was wide- 
spread, with permits outstanding for 
16,798 cars. The railroads, through 
their central agencies, have estimated 
their problem in advance this time, and 
face it with confidence, as indicated by 
the views expressed by various road 
spokesmen. 

In passing, it might be mentioned 
that M. J. Gormley, executive assistant 
of the association, recalled that he had 
attempted at various times to get these 
data from the War Department, where, 
it would seem, such logistics would 
appear to be on hand as a matter of 
course, but he had no success. 
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a the calculations uti- 
lized to arrive at the result, it was 
estimated that the increased burden to 
be anticipated is only about 12 per cent 
of the total commercial load. For com- 
parison, it has been found, this 12 per 
cent is not equal to the jump in traffic 
incident to change from season to sea- 
son, or even from year to year, and, in 
the words of Mr. Gormley, “does not 
present a problem of any magnitude, 
providing such traffic movement is un- 
der proper control” to prevent a repeti- 
tion of the first World War practice 
of using cars for storage. There was 
a jump of 55 per cent in the carloadings 
recorded between May, 1939, and Oc- 
tober, that year, a record increase for 
such a period of time. 

Nevertheless, the outlook of the 
railroads, like that of other vital na- 
tional defense utilities, is definitely 
bordered by the current military pro- 
gram, and perhaps more than in any 
other case is this true of that other 
transportation system mentioned at 
the start, as hitherto untried in a na- 
tional emergency. 

The commercial airlines operating 
over the United States have, in an in- 
credibly short period, developed the 
fastest, most efficient air communica- 
tions for important passengers and 
cargo of any in the world. By a curious 
anomaly, however, these commercial 
lines, developing strictly for peaceful 
purposes, constitute one of the most 
vital military resources in the entire 
category of the nation’s arms. 


i is credibly reported that the 
Army’s plans for hemisphere de- 
fense contemplate the acquisition of 
some 500 4-engined transport planes 
of the general type of the “Fly- 
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ing Fortress” equipped for substrato- 
sphere altitude flying, and carrying 
each about twenty heavily equipped 
troops besides the normal crew. This 
lan, it is further reported, calls for an 
additional 300 twin-engined transports, 
carrying a small number of troops, but 
altogether comprising a formidable air 
transportation facility. 

The principal difficulty is that, ac- 
cording to schedule, these big planes 
will not be available before 1943. In 
the meantime, in place of this grandiose 
program, what the country actually has 
is its commercial air transport fleet, 
322 big planes similar in type and ca- 
pacity to what the Army intends buy- 
ing. And, already, behind the scenes 
the discussion is in progress as to how 
far this resource will be utilized. 

The proposals vary from the ex- 
treme suggestion that the planes and 
their pilots be made immediately avail- 
able to the armed forces, to others that 
commercial expansion be limited for 
the emergency ; that is, that their equip- 
ment and present routes be “frozen” 
or that a percentage of planes and 
pilots be called to military service. 

To appreciate the effect of such sug- 
gestions it is necessary to recall that 
the airlines in general are in an un- 
precedented expansion stage. It is re- 
liably estimated that various lines 
would like to add, as early as possible, 
a total of some 100 of a larger type of 


passenger and cargo-carrying airplane, 
and in fact most of the major airlines 
have ordered for 1941 aircraft of ap- 
proximately twice the passenger capac- 
ity of those in general use now. Also, 
there are pending at this writing about 
100 applications for extensions of 
service. 


| rte a phenomenal increase in 
air traffic this past year, the air- 
lines are confronted with a realization 
that their passenger business tends to 
grow almost with each additional seat 
available, or service extended. What 
this means in relation to defense is best 
expressed in the statement of Colonel 
Edgar Gorrell, president of the Air 
Transport Association. He said, in ef- 
fect, that this transport fleet in com- 
merce today is the equivalent of 35 
to 40 military transport squadrons, 
which, if the Army had to maintain 
them, would cost the War Department 
appropriations about $50,000,000 an- 
nually. Instead, Colonel Gorrell dem- 
onstrated, this huge reserve, invaluable 
now with the Army’s planes “on 
order” for 1943, costs about $400,000 
per year. 

There are figures to show that it 
will cost the country even less in time 
to come. Contrary to what might be 
a widespread popular notion that the 
air-mail subsidy is paying for all these 
planes and, consequently, the govern- 
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railroad system moved more than 2,000,000 troops between 


q “In the first eight months of World War I, this country’s 


military posts, cantonments, and to mobilization centers, the 
Mexican border and the Atlantic ports that were the last 
stop before France. This was not their only function; nm 
1917 the same roads carried more freight and passengers 


than in any previous year.” 
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ment would be taking no drastic step 
in calling them in, this commercial air 
fleet has been largely, and is increas- 
ingly, being paid for by passenger fares 
and other private revenue. 

The $400,000 represents the mail 
subsidy payments, but in addition to 
the reserve of transportation thus cre- 
ated with such a proportionately small 
contribution from the government, the 
air transport services hold within 
their organizations some 1,200 or more 
of the finest long-range navigation ex- 
perts and pilots to be found anywhere, 
of whom a majority, perhaps 75 per 
cent, are graduates of the Army or 
Navy aviation training systems. Many 
hold reserve commissions. 

These veteran pilots already are 
making their unique experience avail- 
able to the military services ; some 850 
aviation cadets are being trained by 
Pan American Airways, for instance, 
in long-range navigation and handling 
of big transocean aircraft, while it is 
possible to assign other Army person- 
nel as observers to airplanes in actual 
commercial operation for training pur- 
poses. 


C is generally known in the trans- 
portation field, probably, that the 
commercial airlines have been giving a 
limited emergency service already ; that 
in a given six months’ period of the 
past year, the Army, for instance, has 
utilized the commercial airways for 
fast transportation of important per- 
sonnel across the continent, and else- 
where, to a greater extent than in the 
preceding decade. 

Thus, the armies in the field, if need 
arises, may no longer be forced to place 
the burden of communications solely 
on water and rail transportation and, 
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in certain cases, the tempo of actual 
military operations as demonstrated 
abroad in recent months might preclude 
their doing so; assuming, for instance, 
a fast emergency move by air of ad- 
vanced shock units, backed by armored 
divisions. The air transport is calcu- 
lated to furnish a speed of 140 miles 
per hour, where a freight train, heay- 
ily loaded, might give slightly better 
than 16 miles per hour. 

Here, then, is a third transportation 
system, not to mention besides water 
and rail, motorbus and truck, which 
likewise constitute relatively new de- 
velopments. The purpose of the Army 
in seeking large numbers of big trans- 
port planes would be primarily to use 
them as a fast line of communication 
over extended ranges of operations. 


H™ incidentally, is probably 
where the commercial airlines 
would find their real mission, if emer- 
gency necessitated their being utilized. 
For, it is perhaps unnecessary to state, 
the probabilities that airline crews 
would be put in military uniform, and 
their planes converted to primarily 
military use, are, in the opinion of in- 
formed officials, not greater than a 
similar chance for the railroads or 
other transportation mediums in emer- 
gency. Ina dire situation anything can 
happen, but whether anything of the 
sort is even on the horizon is debatable. 

What is regarded as most likely, in 
certain contingencies, is that the air 
transport system would join the serv- 
ice of behind-the-lines communications, 
as troop and cargo carriers. Whether 
any such step would ever reach the 
length of shutting off, or even severely 
curtailing, regular commercial ait 
transport is another debatable issue. 
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Operation of Commercial Airlines 


Ts HE commercial airlines operating over the United States 

have, in an incredibly short period, developed the fastest, 

most efficient air communications for important passengers and 

cargo of any in the world. By a curious anomaly, however, these 

commercial lines, developing strictly for peaceful purposes, consti- 

tute one of the most vital military resources in the entire category of 
the nation’s arms.” 





There are those who can contend with 
considerable force that aviation service 
is as much a vital commercial necessity, 
under any conditions, as railroads or 
other communications. At most, they 
might argue, some schedule of priori- 
ties might prevail. 

Without intending to draw compari- 
sons, the defense and other national re- 
quirements involving the merchant 
marine contemplate an annual expendi- 
ture by the government of some $30,- 
000,000, whether or not this figure is 
adhered to under current conditions. 


8 Be defense requirements of the 
nation today enter into considera- 
tion of maritime developments in the 
influence these requirements have on 
design and other characteristics—for 
example, the convertibility of certain 
otherwise peaceful-looking merchant 
vessels built or building for the Amer- 
ican flag, into auxiliary naval vessels, 
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even aircraft carriers. Tankers, of 
course, are vital to naval service, hence, 
as in the air, the demand for speedier 
types of surface vessels. 

In fact, the keynote of all national 
communications preparedness today, 
for possible emergency use, is speed in 
rail service, in the air, and over the 
roads. And, since airplanes are the es- 
sence of speed, the impact of emer- 
gency is most likely to be felt in their 
direction rather than, as in the first 
World War, upon the railroads. The 
airlines in fact already have certain 
special problems which may not be so 
familiar as those of the more estab- 
lished utilities. They may not get de- 
livery of all commercial planes on 
order, under certain conditions. 

In this connection there have been 
assurances that the essential require- 
ments of the airline companies would 
be considered in any priorities that 
might be ordained. 
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While the problem will be a com- 
mon one from now on, the airlines feel 
particularly the competition with the 
armed services for pilots and mainte- 
nance men. 


HE airlines will experience in- 

creasing difficulty, if not the im- 
possibility, of drawing expert person- 
nel away from the services as formerly, 
and may even lose some of their own 
in given circumstances. 

Conversely, in this connection, any 
post-war let-down on the military side 
will mean larger and better planes at 
probably less cost, and an abundance of 
skilled maintenance material in man- 
power, besides, of course, the finest 
possible pilot material from the serv- 
ices or the various training programs. 
This might naturally stimulate exten- 


sion of various routes and services, 

Meanwhile the airline executives 
have been cheered up to now by assur- 
ances that the government was properly 
concerned for their welfare, and that 
nothing short of genuine need should 
be permitted to interfere with their 
orderly operation and even develop- 
ment. 

The airlines’ position might be 
summed up by paraphrasing what one 
major manufacturer said recently: 

“Our airlines have perfected the 
fastest, most efficient scheduled com- 
munications the world has ever known. 
Because this system is integrated with 
and best serves the economy we must 
defend, it should be accelerated in time 
of emergency. Only through expan- 
sion can this bulwark of defense be 
improved.” 





Home Telephone Books Please Copy 


O NE of a host of draft registration stories going the rounds these 
days has a decided telephone aspect. Seems a registrar in 


Buffalo, New York, was filling out the usual form for a young gen- 
tleman, apparently of Polish extraction, who gave the “New York 
Telephone Company’ as the party who would always know where 
he might be located. 

When asked if that were his employer, it turned out that the New 
York Telephone Company was neither his employer nor any rela- 
tion—by blood, marriage, or otherwise. Pressed for an explanation, 
the young man appeared to be quite surprised that his confidente 
should be questioned. “The telephone company,” he said simply, 
“always knows where everybody is, especially when they have 
moved ; that is the way I always find out about somebody who has 
moved around.” 
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Selection of Employees for 
Good Public Relations 


The public’s attitude toward a utility organization is based 

largely on customer contacts with a few employees, like the 

trouble shooter and complaint adjuster. With a temperament 

test, it is said, a better selection can be made of these people, on 

ability to get along with others and create friendly feeling. 

Description of the temperament test, and “specifications” for 
efficient contact employees. 


AS REPORTED TO JAMES H. COLLINS sy 
Dr. DONCASTER G. HUMM 


HE Humm-Wadsworth tempera- 
t= scale has now been in use 

about eleven years, by business 
concerns widely diversified and scat- 
tered over the country, having from as 
many as 15,000 employees to as few 
as 10. 

It is a test method used both for hir- 
ing new employees and for securing 
information about old employees, use- 
ful in promotions and changes of 
work, 

In its operations, it is simple. 

The job applicant is asked to sit 
down and mark Yes or No opposite 
318 questions, such as “Do you like to 
study music?” 

From his answers, a “profile” is plot- 
ted, which gives an index to his tem- 
perament that is useful in many ways. 

No business concern seriously adapt- 
ing the method to its employment prob- 
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lems has discontinued its use, and to 
date more than a half-million persons 
have been tested. 

In one large manufacturing concern, 
strongly unionized, this test was re- 
garded with suspicion by labor leaders 
when first introduced. But after some 
weeks of watching its results, one of 
the labor leaders said, ““We are for it, 
because it’s just as important for us to 
keep screwballs out of our organiza- 
tion as it is for the company.” 

For everyday business purposes, the 
method measures the individual’s dis- 
position, mental health, and ability to 
get along with others in the kind of 
work to which he is assigned. The 
scale is susceptible of widely different 
applications. 

A tool maker of acknowledged skill, 
and proved experience, might be a 
“screwball” when it came to getting 
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along with shop mates in a tool depart- 
ment. His crankiness and stubborn- 
ness would be a negative factor far out- 
weighing his mechanical ability. If 
hired on skill and experience, he would 
probably have to be let out later. There 
have been numerous cases in which 
such an individual, shown in advance 
to be a trouble maker by his “profile,”’ 
has been put to work with unhappy 
results. In other cases, a check-up on 
such an individual has revealed a 
criminal record of violence. 

But the same “profile” in a crack 
baseball player, or a talented concert 
pianist, might not be so objectionable, 
since in these occupations, manage- 
ment generally undertakes to handle 
eccentricities. 

In a labor union, such a “screwball” 
is likely to become a disturber, chal- 
lenging policies developed by sensible 
leaders, raising difficulties in the order- 
ly working of contracts, and perhaps 
agitating for power by winning over 
numbers of those members, found in 
every type of organization, who are 
easily swayed through their suggesti- 
bility. 


Fei to understand human na- 
ture and predict what the indi- 
vidual is likely to do has been sought 
for ages. 

The scale measures a half-dozen 
components of human nature that have 
been proved basic in psychiatry and 
psychology. None of these components 
is either “good” or “bad,” because it 
is the balance between them that deter- 
mines an individual’s suitability for a 
given kind of work. On this basis, the 
method has been widely useful in busi- 
ness. 

Utility organizations are among 
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those using it, and one of the first ap- 
plications of the method was by a large 
utility company, seeking a way to deal 
with its accident and failure problems, 
The six components measured, given 
below, bear rather startling names, but 
it has been found necessary to use these 
scientific terms, because no satisfactory 
substitutes have been found: 
Hysteroid, or self-preservation. 
Cycloid Manic, or self-encourage- 
ment. 
Cycloid Depressive, which may 
manifest as worry, gloom, or caution. 
Schizoid (pronounced “skitzoid”) 
Autistic, the day-dreaming quality, 
which may manifest as idealization. 
Schizoid Paranoid, or stubbornness, 
loyalty to a cause. 
Epileptoid, or persistence, inspira- 
tion, patience in working at projects. 


N interpreting results, these com- 

ponents are referred to by letter, as 

H, M, D, A, P, and E, and they are all 

supplemented and conditioned by the 

seventh component of Normal, or N, 

which is self-control and tempera- 
mental balance. 

This test was based on the theory of 
Dr. A. J. Rosanoff, formerly a New 
York psychiatrist, now California 
State Director of Institutions, with 
whom the senior author of the tem- 
perament scale worked five years. 

Rosanoff arrived at the important 
conclusion that insane behavior arises 
from temperament factors out of con- 
trol; the sane have the same factors un- 
der control; the difference is a matter 
of N. 

Using the H-W scale to test old util- 
ity employees, it was found that an in- 
dividual with high M and low N usually 
had an accident record, if his job gave 
any opportunities for accidents. If he 
had figured in motor accidents, as 2 
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truck driver, and had been transferred 
to shop work, he continued to have 
accidents. 

The reason for such accident prone- 
ness is emotional instability, which 
lads to a tendency to go to pieces un- 
der pressure. 

If the same general profile shows up 
among new job applicants, it is a warn- 
ing to place the individual where he 
cannot do damage—there are numer- 
ous kinds of work in which such a 
temperament will be safe, productive, 
and happy. 


Re failures in the diversified work 
of a utility organization, such as 
frequent mistakes, inability to turn 
out a fair standard of work, lack of 
judgment, and so on, the tests showed 
the cycloid component (M-D) high, 
indicating an individual whose impul- 
sive nature leads him to many incon- 
sidered actions. In addition, he is 
likely to be impatient with details, and 
neglect necessary precautions. When 
this is combined with poor control, the 
cycloid is the prey of his emotions, and 
is likely to get overexcited or scared 
to the point that he does the wrong 
thing. 

Temperament was found to be the 
cause of trouble and failure in 80 per 
cent of utility employees. Lack of in- 
telligence, so likely to be blamed, was 


responsible for only 6 per cent. Lack 
of skill ran to 6 per cent, and health 
handicaps were responsible for 6 per 
cent, leaving only 2 per cent of minor 
causes. Such results, of course, point 
strongly in the direction of the real dif- 
ficulty, and give a clue to cures and 
prevention. 

Temperament and intelligence tests 
(the H-W scale is always used in con- 
nection with an IQ test) can be com- 
bined to build good public relations for 
utility organizations, both through the 
hiring of new employees and the as- 
signing of old employees to different 
jobs. 

Relatively few employees of a util- 
ity company have direct dealings with 
the public, but the few who do meet 
the customers are in position to make 
either friends or enemies. 


HE trouble shooter, the complaint 

adjuster, the bill collector, meter 
reader, office clerk, switchboard opera- 
tor, trainmen—it is this oddly assorted 
group of employees who, in the public 
eye, overshadow all the technicians 
who keep the service going. 

Your own wife probably has no idea 
that there are ten times more people 
back of service than the few she has 
talked with about the bills or the 
meter—ask her! 

To the public, this group of em- 
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failure in 80 per cent of utility employees. Lack of intelli- 


q “TEMPERAMENT was found to be the cause of trouble and 


gence, so likely to be blamed, was responsible for only 6 per 


cent. Lack of skill ran to 6 per cent, and health handicaps 
were responsible for 6 per cent, leaving only 2 per cent of 
minor causes. Such results, of course, point strongly in the 
direction of the real difficulty, and give a clue to cures and 
prevention.” 
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ployees stands for the company, and it 
is important to have those duties car- 
ried on by individuals who will reflect: 
credit on the company. 

By sensible use of tests, it is possible, 
at the time of first hiring, to select be- 
ginners who will have combinations of 
temperamental traits that make for 
pleasant dealings with people. 

There is value in the negative side, 
too—tests can reveal those who lack 
such traits and would be unpleasant 
and unhappy in a contact job, so they 
can be eliminated before given a trial 
and training. 

The contact employees in the rough 
are recognized by their temperament 
scale profiles, which give quantitative 
pointer readings of desired and unde- 
sired traits for the given work to be 
performed. 

All employees who are to meet the 
public in any way should be selected for 
high N, or Normal, which indicates a 
dependable degree of self-control and 
mental stability. 


Ax of the traits which make up N 
are associated with self-control— 
such as tact, poise, stability of mind, 


balance, sanity, self-restraint, 
servatism, self-mastery. 

High N, if associated with some 
other strong component, indicates an 
individual who not only rules himself, 
but finds great satisfaction in so doing, 
and governing his desires, his emo- 
tions, and his urges. If he discovers a 
weakness in himself, he is almost glad 
of another opportunity for self-disci- 
pline. He hates to let himself go, and 
feels ashamed when he even comes 
near to allowing himself get out of 
hand. 

There is a great group of individuals 
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con- 


who are strongly N, but also show an- 
other component strongly. They too 
have poise, tact, self-restraint, and the 
other traits associated with self-con- 
trol, plus the sparkle which comes from 
a rich emotional life, a fine imagina- 
tion, or other equally important traits. 

Other people like to deal with them, 
recognize them as thoroughly reliable, 
feel that there must be fairness and 
justice in the organization that em- 
ploys them. 

None of the contact employees 
should have high H, for the Hysteroid 
is likely to be a “smart” dealer, and has 
a tendency to crooked dealing when the 
circumstances are favorable. 


H™ H unbalanced by strong N is 
often labeled a “crook”’ by oth- 
ers, even when his record is clear of 
conviction. This comes of his selfish- 
ness, which is so much in evidence at 
all times that he lacks real friends. 

Yet, strangely enough, his tendency 
is to surround himself with cronies 
upon whose loyalty he makes excessive 
demands. He is jealous, fearful of 
treachery, and the “double cross” is one 
of the most frequent manifestations 
among individuals of this type. 

If circumstances place him where he 
becomes confident that honesty is the 
best policy, his behavior may improve. 
But there must usually be some influ- 
ence outside himself, constantly ex- 
erted, and obviously a contact job is 
not the place to attempt to bring out 
his better traits. 

None of the contact employees 
should have high P, since the Paranoid 
is distinguished for his stubborness, 
bitterness, lack of tact. 

Among psychologists there is a say- 
ing, “You can tell a paranoid — but 
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The Temperament Scale 


c¢ HE Humm-Wadsworth temperament scale has now been in use 

about eleven years, by business concerns widely diversified and 

scattered over the country, having from as many as 15,000 employees 

to as fewas 10. It is a test method used both for hiring new employees 

and for securing information about old employees, useful in promotions 
and changes of work.” 





you cannot tell him much.” He is so 
strongly fixed in his thinking that he 
cannot be persuaded to recognize his 
mistakes. He often builds up in his 
mind systems of queer, unreal, and 
false conclusions, to the point where 
they become delusions, and defends 
these systems with great vigor. 

His very stubbornness makes him 
valuable when a cause is to be pushed 
through against opposition, but his 
greatest problem is getting along with 
people, for he often offends them with- 
out meaning to in the pursuit of his 
ideas, and so will be more useful in 
work where it is not necessary to “win 
friends and influence people.” 


Pyne: employees should not have 

high A, since the Autistic is bash- 
ful, and does not easily make social 
contacts. 

The basis of this component is a 
heightened imagination, sometimes be- 
coming so strong as to result in a day- 
dream life, so filled with wish-fulfil- 


667 


ment thinking and other fantasy, that 
the individual escapes partially or com- 
pletely from reality. 

The effect of daydreaming is to 
make him impractical. He is sensitive 
about his day-dream life, feels that he 
is different from others. To escape 
conflict, he often appears docile, re- 
sponding readily to requests and com- 
mands. But underneath he is usually 
passively stubborn. His anger is sel- 
dom open and aboveboard. He is most 
likely to give it expression in some sly 
trick. 

When balanced by another trait, and 
willing to make an adjustment to 
reality, the autistic individual may be 
very successful, for his rich imagina- 
tion is then an asset. He may dis- 
tinguish himself as an inventor, re- 
search worker, musician, artist, poet, 
or some such person in whom con- 
trolled ideation is a servant. 

In contact employees, the tempera- 
mental equation is most important. 

The desk clerk at a branch office, re- 
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ceiving customers with complaints, will 
probably need no special skills for that 
particular duty, but must be possessed 
of marked tolerance and patience with 
disgruntled persons. Likewise, the car 
inspector, who checks fares and run- 
ning time on a transportation system, 
needs great firmness without bitter- 
ness, rather than special skills. 


O THER contact employees need good 
temperamental balance, with 
high average intelligence, and special 
skills, to be determined by other tests. 

The “trouble shooter” must be a 
good mechanic plus. Not every good 
shop mechanic has the temperamental 
qualities needed in dealing with peo- 
ple, and the “trouble shooter” has to 
combine the ability to locate and fix 
diversified mechanical troubles, with 
the cheerfulness and tact of a “good 
mixer.” 


The meter reader must be quick and 


accurate in handling figures, the 
switchboard operator possessed of a 
pleasant voice, and so on—all matters 
of measurement by aptitude and in- 
telligence tests. 

Temperament scale measurements 
do not reduce people to formulas. 

They greatly help in selection, but 
do not make it possible to “write a 
ticket” for so many trouble shooters or 
complaint adjusters. 

They do give a good appraisal of the 
individual’s dominant traits. That is 
something to build upon, and some- 
thing that represents real money value 
to start with—the possibility of reject- 
ing obvious misfits before time and 
money have been wasted in trial em- 
ployment and training. 

The original objective of the Humm- 
Wadsworth scale was to give a method 
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of measurement, using the latest 
knowledge of the psychiatrist, whereby 
psychopathic or mentally unstable 
traits could be diagnosed in job appli- 
cants. The need for such a method was 
emphasized by a murder by a problem 
employee who was afterwards found 
insane. 


HE scientific basis for the scale 
has since been broadened, and 
may be stated thus: 

Temperament reveals the indi- 
vidual’s tendencies to react to his sur- 
roundings—or his habits of behavior. 

If a person usually responds in the 
same manner to a given situation, he is 
said to be in possession of a trait. 

Since habit making is strong in 
everyone, we all have an abundance of 
these traits. Taken together, they 
make up our temperament, or disposi- 
tion. Some of them are the results of 
inheritance, and some of them the re- 
sults of experience. 

These traits tend to occur in groups. 

If a person is highly excitable, he is 
also likely to be highly emotional, to be 
overactive, and to be possessed of poor 
powers of concentration. 

On the other hand, a person who is 
shy is likely also to be a great day- 
dreamer, to be impractical, and to be 
possessed of odd ways of doing things, 
called “mannerisms.” 

With a temperament scale, out- 
standing groups of traits can be ap- 
praised and studied as the building 
blocks out of which the structure of 
our dispositions is made. 

These traits are assets to the great 
majority of individuals, because, fortu- 
nately, they are controlled by the 
checks and balances of a fairly well- 
rounded disposition. 
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They become liabilities only when 
out of balance, and even the principal 
balance wheel of the Normal, or N, if 
in excess, makes an individual so over- 
controlled that he is dull, conservative, 
unprogressive. 


¥en traits are also susceptible of 
change, so that a job hunter hired 
today for, say, complaint adjustment 
work, may in a year have developed the 
temperamental assets that landed him 
the job to such an extent that he is fit 
material for an executive position. 

Again, such an applicant may have 
lacked the patience and social qualities 
necessary for complaint work, but will 
have learned what are his liabilities 
and set about reducing them, and in a 
year will be found qualified, if re- 
measured. 


e 


It is well known that men and wo- 
men develop ability to do more effi- 
ciently the work they like. Experience 
teaches them to do it better, helped by 
the rewards that come with success, 
which may be monetary, but are always 
sure to be rewards in satisfaction. 

Such growth in a given field of work 
largely represents recognition of one’s 
desirable and undesirable traits, and 
cultivation of one group, with elimina- 
tion of others. 

Repeated measurements of the same 
individual sometimes show striking 
changes in the temperamental profile, 
and these are, of course, most valuable 
in considering promotions, and trans- 
fers to other kinds of work. 

After business concerns have used 
the temperament scale for a time, it 
soon becomes the practice to start all 


PROFILE 





EXPLANATIONS N H M 


UPPER 


VERY STRONG -}-3 
LOWER 


UPPER 


+2 


UPPER 


STRONG 


MODERATELY 
STRONG + 1 


UPPER 
BORDERLINE () 


MODERATELY upPEr 
WEAK ~ 1 


UPPER 
WEAK -—- 
LOWER 


UPPER 
VERY WEAK = 
LOWER 


Raw Scores (Loc-Scorgs) 


D A 


bie pLpoltysis 


rzcirzcirseciracirsecirzcirsc 
Oo 


Assets: Strong self-control and mental stability; sufficient selfishness 
to guard his own and the company’s interest ; strong Manic tendencies 
sociability, alertness, cheerfulness, activity, and drive) ; no defi- 
ciencies in any dynamic component of temperament; persist- 
ence, and stability of opinion without stubbornness (P). 
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transfers and promotions with re- 
measurements, and remeasurements 
also indicate employees who have de- 
veloped in themselves traits that point 
to promotions and transfers, to jobs in 
which they will be more efficient. For 
example, a good mechanic or routine 
worker, after experience in the organ- 
ization, may have so adjusted himself 
to the work, and to his associates, that 
he is temperamentally qualified for 
supervision. 


i fenue by the temperament scale 
does not entirely eliminate the in- 
terview, although it somewhat modifies 
the methods of hiring commonly fol- 
lowed where no tests are given. 

The same background of working 
experience, education, previous jobs, 
citizenship, financial circumstances, and 
so on, is helpful in selections, and this 
information is best secured through the 
filled-in application, and the interview. 

Temperament, intelligence, and 
manual aptitude tests are commonly 
given to groups of applicants at the 
same time, in contrast to interviews, 
which have to be conducted individ- 
ually. 

On the average, an applicant will fill 
in the Humm-Wadsworth question 
sheet in about an hour. Whether one 
person or fifty are tested, no supervi- 
sion is required. Applicants sit down 
by themselves, and ring Yes or No. 

This group testing usually reduces 
the time required in interviews—often 
to the extent that the installation of a 
testing program results in an imme- 
diate lessening of hiring costs. 

The plotting of profiles from filled- 
in papers requires special technical 
training along psychological lines, but 
in an organization large enough to em- 
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ploy a personnel manager, the technical 
training necessary is easily acquired by 
special instruction for a short period, 
with supervision for a time afterward. 


_ only a few people are hired 
in the course of the month—or 


even the year—the filled-in test papers 
are sent to a consulting psychologist, 
to be plotted and interpreted in terms 
that enable the employer to make his 
decisions. Thus the tests can be given 
anywhere and interpretations secured 
by mail, if necessary, for well-equipped 
consultants are now located in all siz- 
able cities. In many cases, applicants 
are sent to a consultant’s office for test- 
ing in person. This is a convenience 
for the employer hiring few people 
where aptitude tests are given with jig- 
saw blocks, pegs placed in holes, and 
similar mechanical testing apparatus. 

Reports to employers are of two 
kinds, with the temperament test. 

One is the simple statement that the 
applicant is acceptable or not for the 
kind of work contemplated. 

The other is a more detailed report, 
giving a full statement of results, with 
a temperament profile, and the reasons 
why the applicant is considered ac- 
ceptable or otherwise. 


oe intelligence, and 
aptitude tests, used in combination 
according to the work for which peo- 
ple are being hired, largely eliminate 
the “bluffer” who is adroit at selling 
himself into a job by interview, but 
unable to hold it. 

This type becomes familiar to em- 
ployers and personnel managers 
through sad experience. 

In a line of waiting applicants be- 
ing interviewed during a rush of work, 
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there are certain to be bluffers who 
watch the proceedings, ask questions 
of others, and pick up a smattering of 
trade lingo. With this quickly ac- 
quired knowledge, they make an ex- 
cellent impression, and are hired; 
from the after consequences, the per- 


sonnel manager learns something more 
about “trade bluffers,” but never 
enough to be immune when the next 
clever applicant appears. 

Temperament, intelligence, and ap- 
titude tests measure real abilities, and 
expose the bluffer. 





Our Defense Spending and Inflation 


74 Fp hewn on the rearmament program means re- 

adjustments by business, labor, and government, some 
of them painful and laborious. We launch our defense pro- 
gram under conditions which could become inflationary. Our 
present bank credit and national debt, and our surplus of bank 
funds are at ludicrously swollen figures. 

“Our defense spending is piled on top of a huge annual 
budgetary deficit. We have been on a wild governmental spend- 
ing spree and our habits and powers of control are impaired. 
As a people we have not suffered the usual consequences of 
these abortions and have come to believe we never will, a highly 
dangerous frame of mind. 

“We need, first and foremost, stimulation—increased out- 
put. But we need, second, to begin to get under control some of 
our loose fiscal and monetary policies and powers. The defense 
program must be added to and not subtracted from our present 
output. If we thus lift the total national income there will be 
large increases in government tax receipts and decreases in un- 
employment, which should make possible large reductions in 
relief expenditures and thus bring the budget nearer to balance 
and lessen technical causes for inflation.” 

—W. RANDOLPH BuRGEss, 
Vice chairman, National City Bank of New York. 
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Wire and Wireless 
Communication 


HAD H. Brown, of Ohio, resigned 

from the Federal Communications 
Commission on October 14th to resume 
his law business. Mr. Brown announced 
his withdrawal in a letter to President 
Roosevelt. His renomination as a mem- 
ber of the commission had been pending 
in the Senate since June 5th. 

Mr. Brown, a Republican, asked the 
President to withdraw the nomination. 
Mr. Roosevelt said he would do so “re- 
luctantly.” 

* * *k Ok 


ALTER S. Gifford, president of the 

American Telephone and Tele- 
graph Company, said in a radio broad- 
cast over a nation-wide network last 
month that the Bell system is prepared 
to do its part in the national defense pro- 
gram. Mr. Gifford stated: 

In these critical times, national defense 
is the concern of all of us. Communications 
are an essential part of national defense and 
I am happy to report to you, the American 
people, that your telephone system is, it is 
generally agreed, by far the most compre- 
hensive and the best in the world. 


Mr. Gifford explained that the nation’s 
telephone system is the result of initia- 
tive and ability, fostered and given free 
rein in an enterprise privately owned 
and managed. Today, he continued, there 
are more than 300,000 in the Bell system 
ready to do their full part in the national 
defense program. “Our business is finan- 
cially sound,” he declared. “We have the 
best telephone equipment in the world 
and plenty of it. It has been provided out 
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of voluntary savings of many hundreds 
of thousands of men and women.” 

The Bell system president asserted 
that the Western Electric Company, the 
system’s equipment manufacturer, and 
Bell Laboratories constantly improve 
equipment and supply it in strategically 
located warehouses throughout the na- 
tion. The Laboratories and Western 
Electric, he recounted, are codperating 
with the Army and Navy and air forces 
to solve important problems and supply 
needs. In addition, Mr. Gifford asserted 
that the Bell system’s fully mechanized 
telephone construction and maintenance 
crews can be quickly concentrated. 

* * *K * 


1TH the 22-year-old Association of 

Western Union Employees dis- 
solved by order of the Circuit Court of 
Appeals, a bitter organizing battle re- 
cently was reported being carried on by 
the Congress of Industrial Organiza- 
tions, the American Federation of Labor, 
and 19 independent unions to enlist the 
43,000 employees of the Western Union 
Telegraph Company in all parts of the 
country. 

The board of directors of the old em- 
ployee representation group voted to dis- 
band after the court upheld a National 
Labor Relations Board decision requir- 
ing the company to withdraw all recog- 
nition from the association. Both the 
company and the association abandoned 
plans for carrying an appeal to the 
United States Supreme Court, and the 
company posted notices on all employee 
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bulletin boards of its compliance with the 
circuit court order. 

In New York city, a survey disclosed 
last month, Western Union workers are 
being bombarded with membership ap- 
peals from the American Communica- 
tions Association, CIO; the Commercial 
Telegraphers Union, and the Western 
Union national organizing committee of 
the AFL and the Communications Guild, 
an independent organization. The AFL 
and CIO groups are active throughout 
the nation, but other independent unions 
have arisen in the West and South. 

Frank B. Powers, president of the 
Commercial Telegraphers Union, which 
has a contract with Western Union in 
Washington, said its recruiting drive 
was being carried on in conjunction with 
Frank P. Fenton, national director of or- 
ganization for the AFL. In some areas 
CTU locals are being set up for Western 
Union employees and in others Federal 
locals are directly chartered by the AFL 
executive council. 


7 that 10,000 employees of 
the company had signed up with 
the AFL, Mr. Powers emphasized that 
his organization excluded Communists 
from membership. He said it should be 
“a matter of concern to the people of this 
country that the American Communica- 
tions Association, which has so often 
been accused of Communism, should be 
seeking to get control of Western Union 
after signing a closed-shop agreement 
with the Postal Telegraph Company.” 

Spokesmen for the CIO union de- 
nounced the raising of the Communist is- 
sue as “a favorite device of persons seek- 
ing to block genuine labor organization.” 
They declared that the response of West- 
ern Union workers to the CIO drive had 
picked up sharply after the circuit court 
decision and that an increased organizing 
staff had been rushed into the field. 

In its recruiting literature the Ameri- 
can Communications Association prom- 
ises to seek higher wages in the light of 
the company’s increased profits and to 
protect workers against displacement by 
machines, 
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Herman E. Cooper, attorney for the 
Communications Guild, the independent 
union in the field in New York, said most 
of the company’s workers were desirous 
of avoiding affiliation with the AFL or 
the CIO. Mr. Cooper, who is also counsel 
for the Brotherhood of Consolidated 
Edison Employees, which won an NLRB 
election last April among employees of 
the utility system in New York city, said 
that the guild was making “marked 
progress.” 


* * *K xX 


“he Pacific Telephone & Telegraph 
Company estimated that effect of 
Revenue Act of 1940 signed October 8th 
will be to increase tax obligations about 
$795,000 this year. The effect of the tax 
act effective July Ist is now estimated at 
$800,000 for the year. Thus combined 
additional Federal taxes for 1940 will be 
about $1,595,000 or around 88 cents a 
share on 1,805,000 shares of common. 

First eight months of year, including 
only effects of first Federal tax act, the 
company showed a balance of $1,041,915 
after dividends. This coverage is now 
estimated as having been reduced to 
$522,915 after prorating back effect of 
second tax act. That result would com- 
pare with $907,733 after dividends in 
like 1939 period. 


x * * * 


Rr" schedules of Lorain County 
(Ohio) Radio Corporation, consist- 
ing of a $25 a month ready-to-serve 
charge per ship plus charges of 75 cents 
to $1 for each 3-minute message and an- 
other rate of $1.50 per message for oc- 
casional users of radiotelephone service 
between ships on the Great Lakes and 
Lorain Corporation stations at Lorain, 
Ohio; Duluth, Minnesota; and Port 
Washington, Wisconsin, are found un- 
reasonable by the Federal Communica- 
tions Commission in a report (No. P-11) 
covering three docket cases (5658, 5659, 
5671). These cases also involved the 
rates and practices of Thorne Donnelley, 
doing business as Donnelley Radio Tele- 
phone Company, for like service through 
his station at Lake Bluff, Illinois. The 
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commission also cited certain illegal prac- 
tices of both carriers. 

In the matter of the Lorain Corpora- 
tion (Docket 5658), the commission 
found the charging of a higher rate for 
a call to or from a station on a ship which 
does not contract to pay the Lorain 
ready-to-serve charge than for a like call 
to or from a station on a subscribing ship 
is an unjust discrimination against per- 
sons calling to or from ship stations on 
nonsubscriber ships and declared the sus- 
pended Lorain tariffs unlawful. 

s** 


Nn Iron Guard commissar took over 
control of the American-owned 
Rumanian Telephone Company on Octo- 
ber 11th and announced that Iron Guard 
understudies would be selected to take 
over eventually all the most important 
executive posts. The commissar for the 
telephone company was named under the 
government’s program to place all for- 
eign-owned companies in the hands of 
Iron Guard directors. 

The government was reported consid- 
ering a plan to establish two Iron Guard- 
controlled newspapers and suspend all 
others in Bucharest. 

* * *X * 


| feet authority from a court of 
record, the Michigan Bell Tele- 
phone Company cannot refuse service to 
an applicant, a telephone company 
spokesman said recently in reply to the 
statement of Judge Arthur E. Gordon, 
in Recorder’s Court last month, that 
without the telephone company, gambling 
places could not exist. 

Judge Gordon held for trial three 
brothers, William Niskar, Max P., and 
Charles, charged with conspiracy to vio- 
late the gambling laws in connection with 
the operation of a handbook in Detroit. 
“No one can believe that the phone com- 
pany would install six telephones in a 
small room and collect $300 in deposits 
without knowledge that the phones were 
being used for racket purposes. This 
situation should be looked into by the 
prosecutor’s office,” he commented. 

A Bell official said “Judge Gordon 
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must know that the company was in- 
formed by the Michigan Public Service 
Commission that it could turn down an 
application for service only when a court 
so directs the company.” 

Sheriff Andrew C. Baird of Wayne 
county and Prosecutor Voorhies held a 
conference last month with representa- 
tives of the various public utilities to 
devise means of codperation in curbing 
law violations. (See also p. 696 of this 
issue. ) 

ae * 


HE petition of farm organizations 
for an instalment payment plan of § 
financing rural telephone construction 
was approved last month by the public 
service commission of Michigan. Where- 
as in the past lump sum payments have 
been required prior to rural telephone ex- 
tensions, hereafter the payments may be 
made in monthly instalments over a 5- 
year period, under the order. 
The order also provided for a lower 
schedule of fees. 
+ *- *¢ 2 


HE Minnesota Railroad and Ware- 

house Commission on October 16th 
issued an order which, it was estimated, 
would mean a saving of approximately 
$150,000 a year for Minneapolis tele- 
phone subscribers, effective November 
Ist. 

The penalty charge of 50 cents a month 
on resident telephones was cut in half 
and all special service charges reduced to 
accomplish the savings under the decree. 
In St. Paul, the penalty for late payment 
of a bill remains at 50 cents. Whether 
this and other fees will be cut to con- 
form with Minneapolis rates was not 
learned. 

With issuance of the order, the com- 
mission postponed further investigation 
of Minneapolis phone rates until “condi- 
tions are more nearly normal.” The new 
schedule supplements a 1939 rate order 
which effected a saving of about $650,- 
000. The order cited that the commis- 
sion had obtained for Minneapolis resi- 
dents reductions aggregating $2,500,000 
since 1933. 
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HE Southwestern Bell Telephone 

Company failed to obtain a review 
of a decision holding it liable for penal- 
ties for failure to provide two restau- 
rants at Fayetteville, Arkansas, with 
service at the same rate claimed to have 
been granted to others. The appeal was 
dismissed by the United States Supreme 
Court “for want of a properly presented 
Federal question.” 

Carrie C. Lee and S. B. Hanna, the 
proprietors, contended the company re- 
fused to provide the standard $3.50 per 
month service unless the telephones were 
installed in a kitchen or under a counter 
or in a place inconvenient to the public. 
The restaurants were patronized by stu- 
dents attending the University of Ar- 
kansas. 

a 


Cc D. Brorein, of Tampa, Florida, 
on October 17th became president 
of the United States Independent Tele- 
phone Association, which convened in 
Chicago last month. 

Other officers elected at the session 
were Louis Pitcher, Chicago, executive 
vice president ; John H. Wright, James- 
town, New York, vice president; W. C. 
Henry, Bellevue, Ohio, vice president ; 
C. C. Deering, Des Moines, secretary- 
treasurer. 

Directors of the United States Inde- 
pendent Telephone Association also an- 
nounced, at their Chicago convention, the 
employment of Clyde S. Bailey to be- 
come the association’s legal representa- 
tive in Washington, D. C. Mr. Bailey is 
well known in regulatory circles in con- 
nection with his work as secretary of the 
National Association of Railroad and 
Utilities Commissioners, a post from 
which he would resign to assume his new 
duties November Ist. 

John E. Benton, general solicitor of 
the National Association of Railroad 
and Utilities Commissioners, in a bulle- 
tin circulated among the commissioners, 
expressed regret at Mr. Bailey’s depar- 
ture from the Washington office of the 
NARUC and extended best wishes for 
the future success of Mr. Bailey in his 
new position. 
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HREE developments during the past 
fortnight affected affiliated com- 
panies of the Bell system. 

First, the Long Lines Division of the 
American Telephone and Telegraph 
Company reached a collective bargaining 
agreement with the Federation of Long 
Lines Telephone Workers—an_inde- 
pendent organization. The agreement 
covers 10,500 long lines employees in 
various sections of the nation. The com- 
pany agreed to submit payroll records to 
the labor statistics commissioner of the 
Department of Labor for analysis, to 
serve as a basis for future wage regu- 
lations. Some 3,000 workers were to re- 
ceive immediate annual increases of 
$100, regardless of the Federal analysis. 

Second, the Illinois Bell Telephone 
Company agreed to reduce intrastate toll 
rates and extension charges approxi- 
mately $765,000 a year, following infor- 
mal negotiations with the Illinois com- 
mission. 

Then, the city of St. Paul, Minne- 
sota, has sought the aid of the Federal 
Communications Commission in its tele- 
phone rate fight with the Tri-State Tele- 
phone Company. 


*x* * * * 


HE New York Public Service Com- 

mission has a right to enforce the 
tariffs charged hotels that provide public 
telephone service for patrons, it was 
ruled by New York Supreme Court 
Justice Bergan on October 21st. Oppos- 
ing such a ruling were the New York 
Telephone Company and the Hotel 
Roosevelt, the Bowman Biltmore Hotels 
Corporation, the Southworth Manage- 
ment Corporation, and the New York 
Hotel Corporation. A 30-day stay was 
granted. Justice Bergan stated: 


Whether public telephone service shall be 
sold at all by a business corporation or 
private individual is a question well within 
the regulatory power of the commissioner 
to determine. 

They, the hotels, are allowed to surcharge 
the users of that service. The service as 
thus sold remains a public utility service. 
The surcharge for the utility service is, 
when permitted, an integral part of the 
rate for that service. 
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Financial News 


The Tax Menace 


oO what extent are the utilities able 

to offset higher taxes with savings 
due to lower interest rates (for which 
they are partly indebted to the adminis- 
tration’s cheap-money policy)? Accu- 
rate figures are, of course, unobtainable, 
but it appears likely that fixed charges 
now take only about 11 or 114 cents out 
of the utility dollar compared with 16 
cents in 1932, 13 cents in 1929, and an 
average of 144 cents in the other war- 
time period. 

On the other hand, taxes (including 
the recent 6 per cent increase in normal 
income tax rate) probably absorb be- 
tween 18 and 19 cents out of the dollar, 
compared with 10 cents in 1929. Thus, 
the benefits obtained from lower fixed 
charges have been more than outweighed 
by the imposition of higher taxes. 

The utilities may, perhaps, be pro- 
tected by the administration in this war 
from severe price inflation, whereas in 
the previous war the increased cost of 
materials probably absorbed over 10 
cents out of each revenue dollar at the 
height of the inflation. However, it re- 
mains to be seen whether Washington 
can successfully control costs so long as 
we stay out of war, for it is difficult to 
exercise drastic control except by dicta- 
torial war-time measures. 

In the former World War the problem 
faced by the utilities was the price in- 
crease in coal and other materials, and 
higher interest rates; in the present war 
it is increased taxes. Rough figuring 
would seem to indicate that the 6 per 
cent increase in the normal tax rate will 
cost the utilities about an extra $30-$35,- 
000,000, or about 10 per cent of their 
total tax bill. But is this only the be- 
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and 
Comment 


By OWEN ELY 


ginning? With excess profits taxes at an 
extremely high level, the tendency may 
be to raise the normal tax to a still higher 
percentage ; in fact, the present Congress 
almost fixed it at 30 per cent instead of 
24 per cent. Every such increase is a 
heavy penalty on utility common stock- 
holders, particularly those of the much 
maligned holding companies; for, while 
the entire net income is taxed, the pre- 
ferred stockholders escape any penalty 
except where higher taxes may jeopard- 
ize their dividend, and in many cases this 
multiplies the burden on the common 
stockholder. 

The industry, therefore, is expected to 
be on the alert to combat any further 
increase in the normal tax rate, in con- 
gressional hearings or otherwise. Its 
gains from increased industrial sales of 
electricity hardly compensate for in- 
creased taxes, as is indicated by recent 
estimates of increased taxes per share. 
(See Fortnicutty for October 24th, 
page 587.) Public Service of New Jer- 
sey, the first important system to adjust 
its earnings to the new basis, reported 
only $2.53 per share for the twelve 
months ended September 30th, compared 
with $2.94 for the same period last year, 
despite a 5 per cent increase in gross. 


» 


Huge Refunding Operations 
Still Posstble 


HE recent upsurge of the bond mar- 
ket to new record high levels indi- 
cates the large volume of potential re- 
funding which the utilities may still have 
in prospect—including not only the orig- 
inal high-coupon issues still outstanding, 
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put also the large number of prime issues 
awaiting a secondary refunding. The 
table on p. 678 is only a partial list of 
issues selling well over their call prices, 
as items under $10,000,000 have been 
omitted, as well as a number of others 
which have a smaller spread between 
market price and call price. The issues 
here listed, arranged in the order of their 
coupon rates, aggregate as follows: 


Par Value 
(Millions) 


It would probably be impracticable to 
refund any 34s except a few issues of 
the highest quality, and the 34s would be 
out of the question except perhaps for 
short-term refunding; but these two 
coupons have been included in the tabu- 
lation as a matter of interest. Most of 
the issues with these rates are of the 
highest caliber and, in some cases, are 
selling for five points over their call 
prices. As previously pointed out in this 
department, the increase in the normal 
tax from 18 to 24 per cent tends to whit- 
tle down the potential profits from a re- 
funding operation; but, on the other 
hand, many outstanding bond issues have 
relatively high call prices and the charg- 
ing off of this premium, even when amor- 
tized over a period of years, effects a sub- 
stantial saving in taxes. Another off- 
setting factor in the case of the larger 
underwriting is the comparatively small 
cost of the operation. 

The $108,000,000 Southern California 
Edison refunding cost the company only 
a little over two points, including ex- 
penses (estimated at $383,940). Bonds 
with the coupon rate of 3} per cent were 
refunded by 3s, with maturity five years 
longer (plus a small short-term bank 
loan at 14 per cent). The Federal Power 
Commission allowed the company to 
amortize the debt discount, expense, and 
called premiums applicable to the re- 
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funded bond issues, after writing off to 
surplus various unamortized items from 
previous refundings. The refunding op- 
eration reduced the company’s interest 
charges by $810,000 and will, in the cur- 
rent year, effect tax savings under Fed- 
eral and state laws estimated at $1,- 
835,000. 
a 


New Financing 


HILE further progress has been 

made in completing the distribu- 
tion of the huge Southern California 
Edison bonds, the fact that the bonds 
were priced rather high and did not ap- 
peal to the larger insurance companies 
may have had some deterring effect on 
other pending offerings. However, the 
$18,100,000 Central Maine Power first 
34s, offered about a week later by a First 
Boston-Coffin & Burr group, proved suc- 
cessful, going to a half-point premium 
over the issue price of 107}. 

The smaller Michigan Public Service 
issues — $3,500,000 first 4s of 1965, 
$750,000 serial debenture 4s, and 85,000 
shares of common stock—were also of- 
fered on October 17th. 

The $29,000,000 Columbus & South- 
ern Ohio Electric first 34s of 1970 were 
offered October 22nd at 107, selling 
group books being closed around the 
noon hour. The issue was handled by 
Dillon, Read and 57 other houses. The 
offering had been held up for some weeks 
along with the companion issue, $16,- 
500,000 San Antonio Public Service 34s. 
The latter were finally offered on a semi- 
private basis October 24th, after a last 
minute change in the underwriting. 

Connecticut Power Company has of- 
fered $4,000,000 first 34s of 1975 to its 
own stockholders. The new bonds are 
quoted around 111 and the rights around 
65 cents, indicating the success of this 
rather unusual method of financing. 

Danbury & Bethel Gas & Electric 
Company has filed a small issue of gen- 
eral mortgage bonds, together with pre- 
ferred and common stock, all to be han- 
died by a First Boston syndicate. Mon- 
tana-Dakota Utilities Company has ap- 
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PRINCIPAL UTILITY BOND ISSUES SELLING OVER CALL PRICES 
(Arranged in order of coupon rates) 


Out- 
standing Recent Call 
(Millions) Issue Price Price 
Mag Pub. Serv. 54/46 .. 
Phila. Elec. Power +: all ok 
Illinois P. & L. 53/54 
Louisiana P. & L. oa 
Arkansas P. & L. 5/56 
Columbia G. & E. 5/52 
Columbia G, 4 E. a. 
Florida P. & L. 5/54 
New Orleans P.S. ae 
New Orleans P.S. 5/55 .... 


Penn. Elec. 5/62 

Texas Elec. mat ° 
Texas P. & L. 5/56 

Empire Dist. Elec. 5/52 . 

ms — ig! 
Towa-Neb. L. a 
Philadelphia é. af 
Mississippi P. & L. 5/57 ... 
Alabama Power 5/68 

Miss. River Power 5/51 .... 


Niag. Lock. & Ont. 5/55 . 
Bklyn. — Gas hed 
Minn. P. & L. 5/55 

Alabama Power 5/51 
Nebraska Power 43/81 

Safe Harbor W.P. 434/79 .... 
So. Counties Gas 43/68 .... 
New Jersey P. & L. 44/60... 
Monon. West Penn. 43/60 .. 
Minn. P. & L. 43/7 


Penn. P. & L. 44/74 
Alabama Power 44/67 
Buffalo Gen. El. 44/81 
Metro. Edison << 
Scranton G. & W. 44/58 ... 
Detroit Edison 4/65 


North Amer. C 
Ohio Edison 4/65 


Pub. Serv. of Okla. 4/66 .... 

Wis. Public Serv. 4/61 .... 
Wisconsin P. & L. 4/66 . 

Pub. Serv. of Colo. 4/49 . 

NY. gis Semper Light. 4/04 
Metro. Edison 4/65 

Minneapolis Gas Lt. 4/50 .. 

Phil. Sub. Water Co. so i 

Union Elec. of Mo. 33/62 1073 
Conn. River Power S.F. 38/61 109% 


Idaho Power 32/67 1084 
Amer. Gas & Elec. 33/70 ... 1092 
Central N. Y. Power 39/62 .. 108% 
Wis. Mich. Power 33/61 .... 1064 
N. Y. State E. & G. 33/64 .. 


plied to the FPC for authority to issue 
$3,900,000 serial notes to be sold pri- 
vately. 

Boston Edison has not yet completed 
its plans for a $53,000,000 refunding 
bond issue, but considering the com- 
pany’s high credit standing, there has 
been some conjecture as to whether it 
may not attempt to offer the first long- 


Out- 

standing Recent Cail 

(Millions) Issue Pri Price 
North Amer. Co. 39/54 .... 
Oklahoma G. & E. 39/66 . 
Ckla. Nat. Gas 33/55 
N. Y. & Queens E.L. 33/65 .. 
Philadelphia Elec. 34/67 ... 


Niagara Falls Power piss . 
Cent. Hudson G. & E 

Dallas P. & L. 33/6 67. 
Detroit Edison Vy 
Houston L. & P. 33/66 
Louisville . f E. ae ets 
Pacific G. 38/66 

Virginia a &'P 33/68 .... 
Westchester Light. 33/67. owe 
Buff. Niag. Elec. 33/67 .... 


Commonwealth Ed. 34/68 ... 
Consol. Edison 34/48 
Consol. Edison 33/56 
Consol. Edison 34/58 
Narragansett Elec. 33/66 ... 
N. Y. Steam 33/63 

North Boston Light. 34/47 .. 
Nor. States Power 33/67 ... 
Pub. Serv. No. Ill. 

Kansas P. & L. 3 


Wisconsin E.P. 34/68 
Wisconsin G. & E. 33/66 ... 
Lone Star Gas a 

Penn. P. & L. 33/6 

North Amer. Co. 34/49 
Commonwealth Ed. Cv. 34/58 
Ill. Bell Tel. 33/70 

S. W. Bell Tel. 33/64 
Consumers Power 33/65 .... 
Consumers Power 33/70 .... 


West Penn. Power 33/66 .. 

Brooklyn Edison 33/66 

Cincinnati G. & E. 33/66 

ae G. E. & P. Balt. 34/71 
Y. Edison 33/65 .. 

N Y. Edison 34/66 

Potomac Elec. Power gt 6 

Consol. Edison 34/46 

Ohio Power 34/68 .... 

Conn. L. & P. 33/66 


N. Y. Telephone 33/67 .... 
Pacific Tel. & Tel. 34/66 .. 
Pacific Tel. & Tel. 34/66 .. 
South. Bell T. & T. 34/62 .. 
Amer. Tel. & Tel. 33/61 ... 
Amer. Tel. & Tel. 34/66 ... 
Consumers Power 34/69 ... 
Consumers Power 34/66 ... 


*Callable only on interest dates. 


e 


term 23 per cent bond issue. It is thought 
that such an offering could be sold around 
102-3, based on the market prices and 
yields of other premier issues. 


OMMONWEALTH Edison has made 
+ rapid progress with the conversion 
of its 34 per cent debentures into com- 
mon stock, recent reports indicating only 
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AVERAGE DAILY PRODUCTION OF ELECTRIC ENERGY 
BY 
PUBLIC UTILITY PLANTS IN THE UNITED STATES 
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TOTAL PRODUCTION — ANNUAL DAILY AVERAGE 


THE PRODUCTION OF ELECTRIC ENERGY BY ELECTRIC RAILWAYS, ELECTRIFIED 
RAILROADS AND OTHER MISCELLANEOUS PLANTS WHICH PROOUCE ENERGY 
FOR THEIR OWN USE IS NOT INCLUDED IN THIS CHART. 

AVERAGE DAILY PRODUCTION IS OBTAINED BY DIVIDING THE TOTAL FOR THE 
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Federal Power Commission 


about $31,000,000 still outstanding. Since come there is a strong incentive to make 
the holder can more than double his in- _ the switch, and there is talk of expediting 
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the exchange by calling the remaining 
bonds for redemption. The bonds are 
currently around 122 and have sold as 
high as 130$ this year. It is also possible 
that the $100,000,000 34s, currently 
around 110}, may be refunded. 

American Telephone and Telegraph is 
expected to expedite redemption of its 
$95,000,000 debenture 54s (which can 
be called on November 1, 1941, at par, 
compared with the current redemption 
price of 110), despite the double inter- 
est involved. It is also probable that the 
company may decide to raise a substan- 
tial amount of new capital since, at the 
end of last year, it had already loaned 
$126,000,000 to subsidiaries. 

The $99,000,000 Detroit Edison re- 
funding operation has become involved 
by litigation between the company and 
the SEC over the question of whether the 
company is subject to the provisions of 
the Holding Company Act. 

Columbia Gas has also asked the SEC 
to decide its status under the Holding 
Company Act, so that it can expedite its 
$100,000,000 refunding program. 


» 


Chairman Frank Hits 
Investment Bankers 


HE action of certain investment in- 

terests in pressing for further short- 
ening of the waiting period on new offer- 
ings, and the assertion by IBA Chairman 
Connely that overregulation of the se- 
curity markets means state capitaliza- 
tion, evidently “got a rise” out of SEC 
Chairman Frank, who responded vigor- 
ously in a speech before the American 
Institute of Accountants. Mr. Frank 
charged that “a small group of ultra con- 
servative bankers” is trying to have the 
Securities Act “gutted.” This criticism 
caused some surprise, in view of the fact 
that the SEC had previously invited the 
bankers to confer. Mr. Frank later ex- 
plained his remarks were misinter- 
preted. His address was devoted in part 
to answering a speech on accounting 
practices made five months ago by John 
Hancock of Lehman Brothers. Chairman 
Frank claimed that the SEC is striving 


to improve accounting standards byt 
realizes that perfection is unattainable. 
He was quoted as follows: 

Mr. Hancock deplores “the kind of at. 
tacks which have been made upon manage. 
ment and upon auditors in recent years.” [f 
he means unfair attacks, I concur, If he 
means severe criticism of some manage. 
ments and auditors based upon such cases as 
McKesson & Robbins or some of the cases 
recently reported in our investment trust 
studies, then he is surely wrong. I hope that, 
in that respect, I have misunderstood him, 
But I do go along with him in objecting to 
those who have tried to put business as a 
whole “in the doghouse.” 


> 


United Light & Power Company 


Bp Light & Power Company has 
filed an amended plan of recapi- 
talization and simplification with the 
SEC, which provides for only one class 
of common stock. Each share of $6 pre- 
ferred now outstanding (with its divi- 
dend arrears) would be exchanged for 
six shares of new common stock, and 
each share of Class “A” and “B” com- 
mon would receive one-tenth share of 
new common. 

For the twelve months ended August 
31, 1940, the consolidated income ac- 
count showed net income of $5,104,170, 
which would be equivalent to about $1.29 
per share on the 3,947,676 shares of com- 
mon stock to be outstanding on com- 
pletion of the above exchanges. Assum- 
ing that the new common stock sells in 
line with the present price of the pre- 
ferred (284), this would be equivalent 
to about 43 for the new common stock, 
which is 3.8 times the indicated earnings 
per share. The parent company’s earn- 
ings were approximately half the con- 
solidated figure and, on the basis of such 
actual earnings of the top company, the 
common stock would be selling at 7.6 
times earnings. 

The preferred stock advanced about 
two points net recently, but remains 
about 11 points under its high, this year’s 
range being 39-163. Earnings have shown 
a substantial gain over 1939, but such 
gains might taper off in the future owing 
to increased costs and taxes. 
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INTERIM EARNINGS STATEMENTS 
No.of End System Earnings per Share (a) 
Months of Last Previous Per Cent Per Cent 
Electric and Gas Included Period Period Period Increase Decrease 


American Gas & Electric 12 Aug. 31(b) $2.92 $2.51 16% 
American Power & Lt. (Pfd.) .... Aug. 31(b) 7.12 5.49 30 
American Water Works 12 June 30(c) 1.45 48 203 
Boston Edison June 30(c) 9.26 9.20 

Cities Service P. & L. (Pfd.) June 30 19.83 18.74 
Commonwealth Edison 1 June 30 2.35 2.39 
Commonwealth & Southern (Pfd.). Aug. 31(bc) 9.09 
Consolidated Edison, N. Y. ....... 12 June 30(c) 2.26 
Cons. Gas of Baltimore 1 Aug. 31 4.96 
Detroit Edison 1 Sept. 30 8.12 
Electric Bond & Share (Pfd.) (f) . Sept. 30(c) 6.37 
Elec. Power & Lt. (1st Pfd.) 1 May 31(be) 8.50 
Engineers Public Service (d) Aug. 31 1.67 
Federal Light & Traction 1 June 30(c) 252 
Inter. Hydro-Elec. (Pfd.) 1 June 30(c) 4.50 
Long Island Lighting (Pfd.) June 30(c) 

Middle West COGh. cccccccaceccee ‘ June 30(c) 
National Power & Light Aug. 

Niagara Hudson Power June 

North American Go. <.0ss03 00000 12 June 

Northern States Power (Cl. A) ... Aug. 

Pacific Gas & Electric 12 June 

Public Service Corp. of N. J........ Sept. 

Southern California Edison 1 June 

Standard Gas & Elec. (Pr. Pfd.) ... June 

United Gas Improvement 12 June 

United Light & Power (Pfd.) Aug. 


Gas Companies 

American Light & Traction Aug. 
Brooklyn Union Gas June 30(c) 
Columbia Gas & Electric June 30(c) 
El Paso Natural Gas Aug. 31(b) 
Lone Star Gas June 30(c) 
Oklahoma Natural Gas Aug. 31 
Pacific Lighting June 30 
Peoples Gas Light & Coke June 30(c) 
United Gas Corp. (1st Pfd.) May 31(c) 


Telephone and Telegraph 


American Tel. & Tele. cciccceaces Aug. 31(c) 
General Telephone June 
Western Union Tel. ...o. cece cease Aug. 





ge 
S 


rH DONK MAN AN 
RAESENSLES 


Traction Companies 
Grepnound Goths ooisessiccccescee June 
N. Y. City Omnibus 6 June 
Twin City Rapid Tran. (Pfd.) June 


Systems outside United States 


Amer. & Foreign Pwr. (Pfd.) June 
Inter. Tel. & Tel. (e) 6 June 


D—Delficit. 


(a) On common stock, unless otherwise indicated following name of company. 
(b) Data also available for month indicated. 

(c) Data also available for quarter. 

(d) Excluding Puget Sound Power & Light Company. 

(e) Excludes Spanish, German, and Polish properties. 

(f) Parent company basis. 
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Repercussions from the St. Lawrence 
Power-seaway Divorce 


HEN President Roosevelt in mid- 

October disclosed that he had al- 
located $1,000,000 for exploratory bor- 
ings, as a preliminary to construction of 
a power dam on the St. Lawrence river 
International Rapids, the news was re- 
ceived on this side of the international 
border with considerably mixed emo- 
tion. Power generated at the projected 
dam, said the President, would be uti- 
lized jointly by the United States and 
Canada for national defense industries 
on a share-and-share basis. 

By way of explaining the lack of any 
treaty negotiations, such as that which 
was denied confirmation by the United 
States Senate in 1934, the President in- 
dicated that he is cutting through red 
tape which for years has blocked de- 
velopment of the St. Lawrence project. 
But he emphasized that the immediate 
work applies only to power and has no 
bearing on the controversial Great 
Lakes-St. Lawrence seaway. 

Washington observers, noticing the 
“preliminary” label placed by the Presi- 
dent on the “exploratory borings,” im- 
mediately recalled how the Bonneville 
and Grand Coulee projects on the Co- 
lumbia river were commenced—in their 
initial phase—solely on authority of a 
presidential Executive Order, after pre- 
vious sessions of Congress had declined 
to give express authorization for such 
projects. Once under way, however, 
Congress followed up the initial invest- 
ment by the President with supple- 
mentary appropriations for both Colum- 
bia river dams. 


Biv President said that there is an 
acute need for power for national 
defense industrial purposes on both 
sides of the Canadian boundary. A dam 
located on the rapids near Messina, 
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New York, would meet a portion of this 
need. He added that he did not plan to 
appoint an American commission to 
work jointly with Canada, but that his 
method of approach would be less 
formal. 

Anticipating that the dropping of the 
seaway feature of the St. Lawrence 
project would create a storm in the 
Great Lakes area, administration officials 
informally suggested that the power 
project construction would undoubtedly 
be accomplished in such a way as to per- 
mit the subsequent development of the 
seaway. This evidently failed to appease 
advocates of the seaway. Inasmuch as 
the marriage between the power and 
seaway phases of the proposed St. Law- 
rence project was the greatest source of 
its political strength in the Senate, the 
divorce was expected to have some ad- 
verse repercussions in that chamber after § 
the general elections. 

In 1934 Senators from the grain 
states, visualizing cheap transatlantic 
transportation from Great Lake and 
European ports, joined with progressive 
Senators interested in the promotion of 
public ownership of power projects. By 
the same token, some of these Great 
Lake area Senators now fear that if the 
St. Lawrence water-power development 
is put through without the seaway fea- 
ture, half of the political support for 
the latter will be dissipated, and the 
seaway will have, in popular parlance, 
“missed the bus.” In other words, since 
the seaway commands perhaps less gen- 
eral support on economic grounds than 
the power generation phase, it may bea 
case of putting both features through 
at the same time, or having the seaway 
feature postponed indefinitely. 

Of course, support of the seaway by 
Senators from the Great Lakes area 
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was offset by bipartisan opposition 
from Senators from states on the At- 
lantic seaboard, or so-called “port 
states.” They did not welcome the effect 
of any St. Lawrence seaway on the 
business of such important shipping 
centers as Boston, New York, Balti- 
more, New Orleans, etc. Doubtless these 
seaboard Senators would not be so con- 
cerned about the completion of a St. 
Lawrence project devoted solely to 
hydro power. They might even be 
pleased about it for the reason already 
mentioned. 


in the Great Lakes over the St. Law- 
rence divorce proceedings found expres- 
sion in a number of important dailies. 
The Detroit News, for example, had just 
completed a series of articles by A. M. 
Smith, plugging the St. Lawrence sea- 
way as a vital national defense project. 
Mr. Smith met the argument that the 
seaway would take six or seven years to 
complete with the rejoinder that it would 
take six or seven years to complete our 
2-ocean Navy; and the sooner that 
both projects were started, the better for 
national defense. 

The Navy could be improving newly 
acquired northern bases and, at the same 
time, have snug berths and safe ship- 
building facilities in the Great Lakes— 
far removed from bomb attack danger. 
(Incidentally, Mr. Smith’s articles did 
not suggest any answer to the cynical 
query once made by The (Baltimore) 
Sun as to what the United States Navy 
would be doing in the Great Lakes, even 
assuming that capital ships could ne- 
gotiate the locks, since it was generally 
supposed that the Navy should be pro- 
tecting the country rather than the 
country protecting the Navy.) 


| earraiy ee reflection of disturbance 


Ee, with this background, we 
can understand the hurt feelings of 
The Detroit News when word came from 
Washington, within a couple of days 
after the series of Smith articles had 
been completed, that the seaway feature 
was going to be dropped for the present. 
The News editorially stated: 
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It seems to us the President owes an ex- 
planation to the Great Lakes states which 
for thirty years have been agitating for the 
seaway. What is the meaning of this seem- 
ing coup? 

The damming and flooding of the Inter- 
national Rapids are virtually all that re- 
mains to be done to open navigation from 
the lakes to the sea. From the beginning de- 
velopment of these rapids has been regarded 
as inevitably a power and navigation project. 
The power would pay for most of the cost. 
The locks and other navigation facilities 
would cost only $125,000,000, a modest sum 
in these days. 

The Great Lakes states fairly may de- 
mand of the President an explanation of 
why power development alone now is to be 
undertaken and how this project is related, 
if at all, to the seaway plans. 

The project apparently is for a single dam. 
The plans drawn and agreed on by the joint 
board of engineers for the seaway call for 
two dams in the rapids. 

Does the project conform at all to the 
joint board’s plans? 

Is the dam to be located with reference 
to those plans? Is it to be of the height 
agreed on? Is it to be fitted with locks? 
Are the locks to conform to specifications 
as to width and depth and as to location? 

The circumstances surrounding the pres- 
ent agreement do not make for hope that 
the answers to these questions can be wholly 
satisfactory. 

But, even if they are, it still is evident a 
separate power project will alter entirely 
the basis on which treaty negotiations have 
proceeded to date. A wholly new start must 
be made, if any now is made at all, towards 
a new treaty. 

The power project is described by the 
State Department as a defense necessity. 
But so is the seaway needed, in a hundred 
ways, for defense. 

It will open the industrial and agricul- 
tural heart of the continent to the sea. 

It will lower costs, increase national effi- 
ciency, prevent repetition of the rail con- 
gestion that handicapped the 1917-18 war 
effort. 

It will place Great Lakes ship-building 
facilities at the disposal of the Navy. 

What is the justification, Mr. President, 
for separate power development on the St. 
Lawrence, when, at slight additional cost, 
America might have the seaway? 


A protesting note was found in the 


following editorial from the Cleveland 
Plain Dealer: 


Announcements at Washington and Ot- 
tawa are likely to give advocates of the St. 
Lawrence waterway some concern. 

The National Seaway Council, chief ad- 
vocate of the waterway on this side of the 
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border, has rightly argued that “the St. 

wrence project in its power and naviga- 
tion phases is a single entity; it cannot be 
and should not be subdivided into two 
parts.” 

Reports have been current for some time 
that the Roosevelt administration was in- 
clined to give the power interests in New 
York what they wanted from the St. Law- 


time and at less cost than a steam plant using 
coal as fuel. 


The New York Times, which has in 


the past been as critical of the seaway 
feature as it has been of the power fea. 
ture of the St. Lawrence proposal, edi- 
torially questioned the new single-pur- 


rence, waiting for some more favorable oc- pose proposal. The Times stated in part: 


casion for pressing the navigation phase of 
the improvement. There was ample reason 
for protesting against such a division, as the 
seaway group was quick to do. 

It is easy to believe that if the power in- 
terests get now all they want from the big 
river, development of the stream for navi- 
gation is likely to be long delayed. The two 
aspects of the improvement should be ad- 
vanced together. Here is a case where 
strength lies in union of interests. 

Great Lakes cities are interested primarily 
in St. Lawrence navigation. New York 
wants power. These lake regions will be 
rightfully resentful if the administration 
divides the ranks of the seaway advocates 
by letting the power interests have what 
they want, and leaving the navigation group 
out of the picture. 


N the recent convention of the Missis- 
sippi Valley Association in St. 
Louis, Lachlan MacLeay, president of 
that group, denounced the President’s 
plan for rushing construction of the St. 
Lawrence power project and declared 
that huge sums necessary to build the 
plant might be better spent on more di- 
rect phases of national defense. Mac- 
Leay stated: 


We are opposed to any development of 
the St. Lawrence waterway, for navigation 
or power, unless Lake Michigan is protected 
as an all-American lake. We want adequate 
diversion of water from Lake Michigan to 
insure maintenance of a 9-foot channel, the 
year around, between Chicago and the Gulf 
of Mexico. 

It will take so many years to build and 
develop the power projects on the St. Law- 
rence river that their benefit in the national 
defense program appears very doubtful. If 
we are going to take them into account as a 
defense measure, we must presume that the 
war will last a decade or longer. 

It seems to us that money that would be 
expended for this far-distant facility might 
better be spent on the development of air 
fields, the manufacture of airplanes in the 


... . A work which cannot be completed 
before 1945 or 1947 is not likely to be of 
much importance in the present crisis 
Canada can obtain all the hydroelectric 
power required for her present needs from 
the additional water which may be diverted 
from Niagara, by the agreement recently 
reached, as well as from still more water to 
be released in accordance with the recom- 
mendations of the international board—all 
without marring the falls. If this is not 
enough Ontario can develop nearly 900,000 
horsepower on the upper and lower Ottawa. 
On the principal rivers of Quebec, the 
Gatineau, the Lievre, the St. Maurice, and 
the Saguenay another 2,000,000 horsepower 
is available. In the Soulanges reach of the 
St. Lawrence, which lies wholly within 
Canada, there is a fall of 86 feet, from which 
1,500,000 horsepower is also available. Any 
of these water powers can be developed at 
far less cost, and with far more speed, than 
the International Rapids of the St. Law- 
rence. The Province of Quebec has made 
these points time and time again. It properly 
objects to the development of the St. Law- 
rence at Dominion expense for the primary 
benefit of the publicly owned, tax-free sys- 
tem of Ontario. 

As for the United States, engineers have 
pointed out on innumerable occasions that 
steam plants can be erected far more rapidly 
and inexpensively than hydroelectric plants. 
Moreover, the cost of steam-generated elec- 
tricity is now so low that even on the west- 
ern coast no privately owned public utility 
company is thinking of developing water 
power. Considered as a war or a defense 
necessity, or aS an engineering enterprise, 
there is no economic reason for harnessing 
the International Rapids of the St. Law- 
rence at this time. 


, ' ‘ne Canadian press, on the other 


hand, was generally quite favorably 


disposed to the President’s course of 
action. 


Some newspapers from areas which 


had little geographic interest in either 
the seaway or power feature of the St. 


midcontinent area, and the training of a J awrence project questioned the eco- 


great air personnel. 


Were this power plant actually needed for nomic validity of the proposal and ad- 
defense, it could be built in much shorter vised caution. 
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A SYMBOL OF THE HOUSEWIFE; BUT, OF COURSE, THAT 
WAS BEFORE UTILITY APPLIANCES 


Thus, The Dallas (Tex.) News 
stated editorially in part: 


_ The comprehensive report of the Brook- 
ings Institution on the original project indi- 
cated that the deep water channel would be 
relatively more expensive than the power 
project. This might lend encouragement to 
the revival of the project primarily as a 
power enterprise. However, the original 
project was advanced as one in which joint 
power and navigation construction and op- 
erations would effect economy. From this 
viewpoint, the presently suggested power 
project does not seem practicable, although 
it was the least expensive of the two orig- 
ina) enterprises. 
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It is known that President Roosevelt has 
long fancied the St. Lawrence project and 
would like to see it pushed to completion 
before he leaves office. It is likewise known 
that the President doesn’t always balance 
the cost against the good to be derived 
from projects on which the government 
spends its billions. The new move is predi- 
cated upon the present omnibus reason for 
everything—the national defense program. 
There would be no sense in producing “ade- 
quate power” for national defense by the St. 
Lawrence project if the adequate power 
could be produced more economically other- 
wise. 

A careful, exhaustive, and impartial 
survey of the practicability of the new un- 


NOV. 7, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


dertaking should be made before any new 

treaty is considered. 

There remains considerable sentiment 
among Washington observers to the ef- 
fect that the President still has in mind 
the addition of the seaway feature, and 


that the President really does not want 
the St. Lawrence divorce to be final; 
that there will be a reconciliation between 
the seaway and the power features, once 
the latter is well under way and safely 
beyond congressional reprisal. 





A Prexy’s Views on Political “Robber Barons” 


AKING as a text the old maxim that 

there is no substitute for hard work, 
President Harvey N. Davis of the Stev- 
ens Institute of Technology, delivered a 
stirring criticism of current modes of 
political reform in an address before the 
recent annual convention of the Ameri- 
can Gas Association at Atlantic City, 
New Jersey. Dr. Davis compared the 
good nature and hard work with which 
typical American frontiersmen even to- 
day endure privation and hardship in 
Alaska prospecting for gold, with the 
attitude of continental American com- 
merce which has been softened up by the 
persistent demands of paternalistic re- 
form. Dr. Davis stated: 


We seem to be in the midst of one of 
those recurrent periods in human history 
when considerable numbers of people ap- 
parently believe that there are other and 
easier ways of getting on in the world be- 
sides working. 

This obsession takes various forms under 
various circumstances. At the moment, in 
this country, it seems to be taking the form 
of thinking that prosperity and the good life 
can best be attained by political reform 
rather than by maintaining and increasing 
production. We have devalued gold and 
forced the repudiation of the gold clause 
in a host of public and private bonds with- 
out stopping to think of the effect of all this 
on that confidence on which forward-look- 
ing production so much depends. We have 
boon-doggled and made work under condi- 
tions that not merely invited inefficiency, but 
often required it, by prohibiting the use of 
even that minimum of machinery that would 
have permitted the same amount of willing 
labor to produce far more for the public 
eae We have ploughed cotton under and 

illed pigs in the hope of raising prices. We 
have distributed a dole with, I fear, more 
concern for its political than for its eco- 
nomic effect. We have tried to cure abuses 
in the investment banking field in ways that 
have well-nigh killed activity in that field 
altogether. We have increased both taxes 


and public debt to the great detriment of 
present and future national productivity, 
And we have so managed the methods of 
our taxation as to discourage almost com- 
pletely that adventurous development of new 
industries on which every period of full em- 
ployment and every high level of produc- 
tion in the past have rested. Seldom in the 
last seven years has national emphasis been 
focused on getting our coats off and buck- 
ling down to hard, self-denying, well- 
directed work. Always the emphasis has 
been on reform, on a new deal of a sadly 
depleted deck, on the hoped for efficacy of 
a long succession of political panaceas or 
social palliatives. Only when the mass of 
voters in this country learn that there can 
be no substitute for hard work and high pro- 
duction as a basis for decent living—only 
then will decent living be possible in this 
country or in the world. 


Dr. Davis discussed the need for the 
business community to take a practical 
attitude in facing reality of the prevail- 
ing reform situation. He feared that 
pessimism and defeatism might under- 
mine the executive excellence of Ameri- 
can business in the face of continued 
political triumph of more and more pa- 
ternalism. “When a situation is there,” 
said Dr. Davis, “there is no use grousing 
about it. All you can do is to do the very 
best you can in the face of it.” Instead 
of throwing up hands he suggested 
“buckling down and doing a top-notch 
job.” 


_ disquieting obsession of 
modern times touched upon by the 
speaker is the belief that people are justi- 
fied in taking by force or guile other 
people’s property under such laboriously 
rationalized excuses as “redistribution of 
wealth” and obtaining a nationally des- 
tined living space. The speaker pointed 
out that the trouble with such polite 
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“highway robbery” is that the loser usu- 
ally loses more than the attacker gains 
and there is actually a net diminution in 
the total wealth “redistributed.” This is so 
obvious that it has been the major task 
of civilization through the centuries to 
stabilize property rights as a necessary 
basis for material and cultural progress. 

Referring to recent international land 
grabs undertaken in this spirit, Dr. Davis 
said that we do not have to look abroad 
for similarly disquieting instances. He 
stated on this point: 


... Whenever you find a group fighting 
to increase its share of the national con- 
sumption in ways that lessen the national 
production as a whole, you have an example 
of local “power politics.” Unfortunately, 
American trade-unionism, by and large, has 
not yet wholly emerged from this fighting- 
for-one’s- rights - at - the - expense - of - others 
stage. There are, of course, some notable ex- 
ceptions in the way of unions that have given 
effective coOperation in increasing the pro- 
ductivity of their members and the total pro- 
duction of their industries. But all too many, 
not only of the rank and file, but of the 
leaders as well, still believe, or profess to be- 
lieve, that the less a man can do today and 
still draw his pay, the more there will be 
left for him and his fellow workmen to do 
tomorrow. A more far-sighted solution of 
the labor problem would be along the lines 
advocated so many years ago by Frederick 


Winslow Taylor. His philosophy was that 
the more a workman produced in a day, the 
larger should be not merely his total wage, 
but his proportionate share of what he pro- 
duced, the cost of the overhead per piece 
being less because of the increased pro- 
duction. It was a sound application of the 
principle that increased production is the 
only sound basis for increased consumption. 


Likewise, in the political field the 
speaker deplored the recent tendency of 
an underprivileged minority to deprive 
by political force or guile the sounder 
strata of our economic system through 
pork-barrel raiding without any thought 
of the effect on the national production 
of the country as a whole. Correction of 
such a tendency will only come with na- 
tional recognition and a firm conviction 
of the simple fact that hard work is the 
indispensable basis for decent living, that 
wealth must be produced before it can 
be distributed, that competent leadership 
in production is our greatest national 
asset, and that American industry de- 
serves the fullest measure of administra- 
tive codperation and encouragement be- 
cause it is the most effective instru- 
mentality yet devised for promoting a 
high standard of living for the American 
people. 





The Gas Industry and 


| jaro not familiar with the technical 
phases of the gas business may not 
appreciate immediately just what an im- 
portant place this industry has in the vital 
task of making America invincible. The 
average citizen is perhaps inclined to 
think of gas (natural, manufactured, 
or mixed) as something which his 
wife uses to prepare and perhaps pre- 
serve the family food, and which also 
heats the family water supply and per- 
haps the house as well. In addition, he 
may have an idea that it is quite a useful 
fuel in bakeries, pottery works, and other 
commercial and industrial lines. But the 
immediate application of gas to the na- 
tional defense program is not so apparent 
as in the case of the aircraft or munitions 
industries. 
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the National Defense 


For this reason, the paper read at the 
recent annual convention of the Amer- 
ican Gas Association at Atlantic City, 
New Jersey, by Franklin T. Rainey, 
chairman of the industrial gas section of 
the AGA and general sales manager of 
the Ohio Fuel Gas Company, is a real eye 
opener. Probably the best clue to the de- 
fense importance of the gas industry is 
the pains taken to preserve it from sabo- 
tage. As far back as 1935, Germany rec- 
ognized this situation and with constant 
rehearsals with picked personnel with 
specific duties, there were developed pro- 
duction and service plans for the mainte- 
nance of supply and service under emer- 
gency conditions. Mr. Rainey advocated 
similar preparation in the United States. 
He continued : 
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Our greatest contribution will be that of 
not only furnishing gas to industry, but de- 
veloping and assisting industry in new and 
better ways of utilizing our product. This, 
then, will be a codperative assignment, in- 
volving the combined personnel of three 
great industries; the gas industry, through 
its industrial sales engineers, the gas equip- 
ment manufacturers, and all industries mak- 
ing any specific defense product must all 
combine their talents to effect with speed 
and efficiency the desired results. . . . 

During the last war, no trained industrial 
personnel existed in the gas industry. There 
was no gas-fired equipment, utilizing gas as 
a fuel, as we have today. Industry used gas 
fuel, but by means of any makeshift method 
that could be figured out at the time, by men 
totally unprepared by experience or training 
for an assignment of such magnitude and 
importance. Efficient heating methods and 
applications had not yet been evolved. 

Today, because of systematically planned 
and far-sighted policies adopted by most gas 
companies, we are fortified with thousands 
of trained and experienced industrial engi- 
neers with well-established contacts that have 
won the trust and confidence of industry. 
This is not the result of the hysteria of the 
moment, but rather the result of patient and 
thoughtful consideration to this policy over 
the last twenty years, enabling us to under- 
stand and help solve the many problems of 
our customers. This has merited and won 
the customer’s confidence to the extent that 
now he not only solicits, but expects and 
demands this assistance in solving his in- 
dustrial heating problems. The importance 
of such a changed situation is perfectly ob- 
vious to all, and as proof and evidence that 
it actually exists, may I remind you that 
although the business index today is far be- 
low that of 1929, industrial gas sales are 50 
per cent greater than in 1929. 


PP pee down to cases, Mr. Rainey 
pointed out that through codpera- 
tion between the operating industry and 
the equipment manufacturers there have 
been developed inert atmosphere fur- 
naces fired by gas which permit the 
maintenance of bright surfaces for 
metals, reduction of surface oxides on 
metals, and prevention of disintegration 
of metal surfaces. In these processes gas 
is used not only as a source of heat but 
also as a hardening agent, with the re- 
sult that the American industry now has 
available better steel, bronzes, and other 
metals. In addition, there have been de- 
veloped furnaces with heat-resisting 
alloy mechanisms for conveying ma- 
terials through furnaces operating at 
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high temperatures, under accurate tem- 
perature control. 

Mr. Rainey tells us that thousands 
upon thousands of defense products will 
be dependent in their making upon gas, 
To enumerate would be an endless task 
and perhaps an unwise disclosure of con- 
fidential information. But the author 
pointed to several of the more unique and 
interesting applications. First of all, gas 
will be required for the plain task of 
cooking, baking, water heating, and 
other operations necessary for the caring 
of an army which will eventually total 
three and one-half million men. Gas will 
be used in the preparation of both canned 
and packaged type foods. Gas will heat 
the water and cleaning solutions, and the 
processing of clothing and bedding will 
require gas in their preparation. 

From the shirt which he puts on in 
the morning at the sound of reveille to 
the beds he lies on when the bugle blows 
taps, the soldier will handle scarcely an 
article in which gas has not played some 
part as a processing agent. His rifle will 
be tempered by it. His gas mask and 
goggles require gas by-products. The 
fashioning of artillery shells and barrels 
will be done by gas. 


N the chemical field as a by-product 
of manufactured gas, the most obvi- 
ous war materials are the explosive bases, 
toluol, and other benzene homologs. Mr. 
Rainey tells us that research now under 
way on the subject of nitration of paraf- 
fin hydrocarbons may lead to commercial 
exploitation of explosives said to be far 
superior to TNT. Chloropicrin, another 
by-product, serves as a linking agent for 
other chemicals and is itself an effective 
lethal gas. 

Gas is almost the sole fuel in chemical 
plants producing pure molybdenum and 
pure tungsten. A new and important de- 
velopment is the production of beryllium 
oxide which gives copper properties of 
hardness and resiliency equal to that of 
heat-treated carbon steel. In addition, it 
does not create any sparks under abra- 
sion and is therefore an attribute of 
safety where explosive materials are 
processed, 
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“SAYS HE’S GOT A NEW IDEA FOR TAKING CARE OF THE PUBLIC 
DEBT—A FEDERAL BAG-HOLDING ADMINISTRATION” 


Then there is the more familiar use of 
gas in the manufacture of fluorescent 
bulbs which are used to illuminate the 
scene of many armament operations. 

Modern high-tempered, high-speed 
armored tanks are another product of 
gas tempering and hardening. Industrial 
research has brought this process of hard- 
ening the surface of armor plate from 
400 to 600 hours during the last war to 
approximately 100 hours with far su- 
perior results. For a medium-sized tank 
approximately 500,000 cubic feet of man- 
ufactured gas is required. Under a pro- 
posed production schedule of 200 to 300 
tanks a day, the magnitude of this po- 
tential load is immediately apparent. 

_ With respect to airplane manufactur- 
ing, Mr. Rainey stated: 
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The manufacture of an airplane is a con- 
tinuing process of thousands of gas applica- 
tions. Steel tubing for axles, struts, motor 
mountings, and fuselage is necessary and of 
such characteristics that weight, wind re- 
sistance, etc, must be at a minimum. 
Through various heating operations with 
gas, this tubing finally goes through a mod- 
ern controlled atmosphere furnace in which 
gas is again not only the heating medium, 
but also furnishes that furnace atmosphere 
to produce the required product—a process 
unknown ten years ago; today, indispensable 
in aircraft manufacture. 

Here again, the cockpits and other vital 

arts of a plane will carry armor plate, less 
in thickness than the tank, but produced ex- 
actly as before—with gas. 

Propeller production will require large 
quantities of gas, not only in their produc- 
tion, but in their refinement. One very re- 
cent refinement is that of molded rubber ends 
for propellers. This consists of taking rub- 
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ber, impregnating it with nitrogen at ex- 
tremely high pressures, and subjecting it to 
gas heat for several hours. This product is 
said to give better bite and better feathering 
action to the propeller, resulting in better 
plane performance. 

Besides the requirements of gas for plants 
engaged in airplane building, enormous 
quantities of gas will be required by those 
concerns taking subcontracts on aircraft 
business. To indicate the enormity of sub- 
contracts of this type, a modern bomber will 
require from 400 to 600 subcontracts for 
the furnishing of parts and equipment, al- 
most all of which will utilize gas in their 
process of manufacture. 


O™ of the greatest users of gas, of 
course, will be the naval construc- 
tion industry. Here again gas-fired fur- 
naces, ranging in size from the ordinary 
“shoe box” for heating rivets up to the 
size of a 50-room house for the anneal- 
ing of a complete gun turret 50 feet in 
diameter and weighing 40 tons and op- 
erating at 1,200 degrees temperature, are 


found necessary. This operation extends 
over a period of 200 hours, using more 
than a million cubic feet of gas for each 
annealing operation. They are the largest 
in the world and when not in use for an- 
nealing they can be turned into ordinary 
worksheps. 

The new battleship North Carolina has 
three such triple turrets and is the fore- 
runner of eight new capital ships. It re- 
quired 40,000,000 cubic feet of gas for 
the building and assembling of this ship 
of 35,000 tons. The keels of two 45,000- 
ton battleships will soon be laid down and 
will require even additional gas quanti- 
ties. 

Gas will definitely play an important 
role in the program of national defense 
and much of it has resulted from the 
research and technical improvements 
worked out since the last war, when the 
industry had little to offer except a fuel 
competing with other fuels. 





Uranium—T he 


EATURE writers on science topics have 

been “going to town” recently with 
stories about the new mystery element, 
U-235. They have ascribed to it all the 
romantic virtues with which medizval 
alchemists endowed the philosopher’s 
stone—and many others beyond the ken 
of the Middle Ages. The new element, a 
derivative of uranium (our heaviest 
metal), has displaced that other infant 
prodigy of the uranium family, radium, 
as the world’s most fascinating and valu- 
able kind of metal. It contains astound- 
ing possibilities for the extension of 
man’s activities in both peaceful and mili- 
tary fields, and is of special interest to 
the utility industry because one pound 
can, according to theoretical estimates, 
produce as much power as_ 5,000,000 
pounds of coal or 3,000,000 pounds of 
gasoline. 

Uranium is obtained from fairly large 
ore deposits found in Canada, the Bel- 
gian Congo, Colorado, Germany, etc. 
Like aluminum and some other rare 
metals in their early stages of commer- 
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cial development, it is expensive to refine, 
a 96 per cent oxide in 100-pound lots 
costing about $2.65 per pound. 
Production in recent years has probably 
averaged several hundred tons per an- 
num, principally in connection with the 
extraction of radium. 

A few years ago scientists discovered 
that the atomic weight of an element is 
not necessarily the same for all atoms; 
a few “freaks” of slightly different 
weight are intermingled with the normal 
atoms, and are designated “isotopes.” 
Probably the best known example is the 
double-hydrogen atom in “heavy water,” 
produced at Columbia University and 
now widely used for biological research. 
Uranium has a normal weight of 238, 
but the isotopes 235 and (more recently 
discovered) 237 and 239 have special 
characteristics. Thus far they have been 
available only in extremely minute quan- 
tities for laboratory experiment, owing 
to the great difficulty of separating them 
from the normal-weight atoms. Divested 
of technicalities, the story is simply that 
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when bombarded with slow-moving neu- 
trons they split up into other elements, 
and in so doing part of the material of 
the atom turns into pure energy which, 
in accordance with Einstein’s concepts, 
exceeds by several millions the energy 
obtainable from the chemical process of 
the burning of coal. 


CCORDING to press stories and the 
A special articles which appeared re- 
cently in The Saturday Evening Post, 
Colliers, and other magazines, a race is 
now under way between scientists in 
America, Japan, and Germany to find 
ways to obtain the new isotopes in com- 
mercial quantities, and to develop means 
of using their energy output safely. Hit- 
ler is said to have put 200 scientists to 
work on the problem—perhaps with an 
eye to its immediate military uses in 
bombing, although it does not seem well 
adapted to that use. The immediate prob- 
lem, of course, is to reduce its cost. Only 
about one atom in 140 in the metal urani- 
um has the weight 235 ; hence, disregard- 
ing the enormous cost of separating the 
isotopes, the present expense would 
probably be around $370 per ton. While 
the problem is too technical for discus- 
sion here, recent developments are said 
to be very promising in the effort to cull 
out the desired atoms. The giant cyclo- 
trons and other atom-smashing machines 
now becoming available for use in 
United States laboratories may give us a 
special advantage in this work, although 
Hitler has also obtained some special 
laboratory facilities in Copenhagen and 
Paris. 

While scientists remain cautious in 
their predictions regarding commercial 
uses of U-235, the press and magazine 
writers have the problem very neatly 
solved. The important point, they say, is 
that the fast-moving neutrons already 
present to some extent in the atmosphere 
(associated with cosmic rays), as well 
as those given off by the uranium itself 
when it explodes, cannot set off new ex- 
Plosions unless they are slowed down. 
Thus, U-235 cannot explode by itself, 
like a firecracker after the fuse is lighted. 
But if the neutrons pass through water 
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they are automatically slowed down, and 
can then become lodged in the nuclei of 
the U-235 atoms with explosive results 
for the particular atoms thus affected. 
The new neutrons released as a by-prod- 
uct of the explosion, if slowed down by a 
surrounding water jacket, automatically 
continue the disintegration. Thus the 
terrific heat generated by the atomic ex- 
plosions can be obtained in controlled 
amounts over a period of time, instead 
of by immediate explosion of the whole 
mass, since all that is necessary is to con- 
trol the amount of water in relation to the 
uranium. Naturally, part of the water is 
converted into steam by the heat, so that 
the water jacket becomes a steam boiler, 
and if the explosions are overrapid 
they are automatically slowed down when 
all the water is converted into steam. 


“hie at least is the theory—whether 
it will work in practice can be de- 
termined only after a pound or so of the 
isotope is available for laboratory tests. 
The whole subject is still too nebulous to 
be of immediate concern to utility execu- 
tives, but nevertheless it has great impli- 
cations for the future of utility operation 
and finance. While exact figures are not 
available, our present annual production 
of uranium would probably yield only 
a ton or so of U-235. This amount would 
be equivalent, theoretically, to about 
7,000,000 tons of coal. This would com- 
pare with about 400,000,000 tons of bi- 
tuminous and 50,000,000 tons of anthra- 
cite produced last year. Hence present 
uranium production, even if perfectly 
utilized, would produce only about 14 
per cent of U-235 required to replace 
domestic coal production. 

Since only about one-third of the 
average utility plant investment is in 
producing facilities, use of the new fuel 
should not make obsolete any substantial 
part of the utility investment, and the po- 
tential savings in fuel expense might far 
outweigh the cost of necessary plant 
changes. Our present distributing system 
would still be necessary, and in fact 
might have to be widely extended to 
keep pace with growing use of electricity. 

—O.E 
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pane: Roosevelt informed Congress in 
a special message on October 17th that de- 
velopment of power on the St. Lawrence river 
was essential to meet a prospective shortage 
of power for industries in that region. He is- 
sued an Executive Order establishing a spe- 
cial commission to supervise preliminary bor- 
ings and studies near the International Rapids. 

The President stated that he had allocated 
$1,000,000 of the special defense fund to the 
Federal Power Commission and the Army 
Corps of Engineers to finance this preliminary 
work. His statement was partly in line with 
an informal one made by the President at a 
previous press conference, except that at that 
time he said that the allocation totaled 
$100,000. 

As a result of the message and Executive 
Order it appeared that after a delay of many 
years Mr. Roosevelt had found a method of 
starting power development on the St. Law- 
rence which he advocated while governor of 
New York and by a means which avoids the 
stumbling blocks in Congress encountered in 
proposals for joint power-waterway develop- 
ment of the boundary river. 

As an example of need for power develop- 
ment, the President informed Congress that 
the Aluminum Company of America had 
recently arranged for “the import of 30,- 
000 kilowatts of additional power from Canada 
to meet the pressing requirements of its exist- 
ing plant located at the very site of the pro- 
posed St. Lawrence project.” 

John D. Battle, executive secretary of the 
National Coal Association, on October 20th 
asserted that there was “no honest justifica- 
tion” for the proposed St. Lawrence hydroelec- 
tric project “either in peace or war.” He said 
it had no real place in any sensible program 
for national or continental defense, and “the 
claims now advanced for it on that score are 
but a pretext and excuse for an unwise under- 
taking personally espoused by the President, 
which Congress has never approved and in the 
past has emphatically rejected.” 

The Chamber of Commerce of the State of 
New York also issued a statement asserting 
that “no evidence had been produced to justify 
the construction of a hydroelectric plant in the 
St. Lawrence river, as desired by President 
Roosevelt on the ground that it is essential for 
defense needs here [New York] and in 
Canada.” 
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Plans to Build Dam 


Ts Aluminum Company of America, pre- 
paring to meet the demand for more and 
more airplane aluminum, plans to build a 
power dam twice the size of Norris dam and 
another aluminum plant that would approxi- 
mate, at least, the output of the Alcoa plant, 

The dam, Fontana dam, will be near An- 
drews, North Carolina, on the Little Tennes- 
see river, some 60 miles from Knoxville, and 
the plant will be near by in the center of a tri- 
angle formed by three Aluminum Company 
dams, two of which already are under con- 
struction. The plant, it was said, would em- 
ploy some 5,000 men. 

The company last month filed a declaration 
of intent with the Federal Power Commis- 
sion in Washington to build Fontana. 

Meanwhile, the National Defense Commis- 
sion announced that the production of alumi- 
num would be stepped up from 325,000,000 
pounds in 1939 to 700,000,000 pounds in 1942 
by means of new factories and _ power 
facilities. 

Secretary of Interior Ickes subsequently an- 
nounced the sale of an additional 97,500 kilo- 
watts of Columbia river hydroelectric power 
to the Aluminum Company of America for 
national defense purposes. The power will be 
generated by the Bonneville Power Adminis- 
tration and delivered to the company’s plant 
near Vancouver, Washington. 


Cooperatives Sign for Power 


Foz Washington and one Oregon rural 
.' electrification administration cooperatives 
signed power contracts last month with the 
Bonneville-Grand Coulee Power Administra- 
tion, it was announced by administration off- 
cials recently. 

The Inland Empire Rural Electrification, 
Inc., operating a 1,500-mile system in Stevens, 
Spokane, Whitman, and Fairfield counties of 
Washington, signed the largest contract—for 
800 kilowatts of power. 

Other codperatives signing included the Co- 
lumbia County (Wash.) Rural Electric Asso- 
ciation, 300 kilowatts; the Kittitas (Wash. 
Public Utility District No. 2, 100 kilowatts; 
the Wasco (Or.) Electric Codperative, Inc., 
200 kilowatts; and the codperative sponsored 
by Public Utility District No. 4, Lewis county, 
Washington, 400 kilowatts. All contracts are 
for twenty years. 
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Arizona 


Utility Regulation Hit 


MPLOYEES of the Phoenix transportation 
system may, under civil service rules, par- 
ticipate in the campaign to defeat the pro- 
posed initiative measure to place municipal 
utilities under the state corporation commis- 
sion. Officials of the Amalgamated Associa- 
tion of Street Electric Railway Employees of 
America, AFL affiliate, whose union members 
operate, service, and repair the city’s munic- 
ipally owned street cars and busses, recently 
asked city officials for a ruling on the issue. 
Under date of October 2nd, the city man- 
ager advised the union in a communication 
that employees would not jeopardize their civil 
service standing by participating, individually 


or through their organization, in the campaign 
to defeat the measure. The union set forth: 

“We are codperating with the Arizona labor 
movement and its friends in vigorous opposi- 
tion to the vicious spite measure, proposed by 
the legislature, that will appear on the ballot 
November 5th as constitutional amendment 
No. 104-105. The proposed amendment is a 
camouflaged attack on the principles of democ- 
racy, free enterprise, home rule, and public 
management and ownership of its utilities. It 
proposes to extort from the citizens of every 
municipality in Arizona the right to manage 
their municipally owned utilities. 

“Tf this special interest legislation is not de- 
feated, it will be burdensome to every one re- 
siding in and near incorporated cities.” 


Arkansas 


Tentative Agreement 


A TENTATIVE agreement on a contract for 
supplying electric power to 18 cinnabar 
mines in Pike and Clark counties in southwest 
Arkansas was reached at a conference of rep- 
resentatives of the Rural Electrification Ad- 
ministration and the Quicksilver Producers 
Association, representing operators, at a con- 
ference at Little Rock last month. 

The REA allotted $240,000 to the Southwest 
Arkansas Electric Codperative of Texarkana 
to build 154 miles of lines into the area. Con- 
struction work had been held up pending an 
agreement on a contract. 

The operators objected to signing a con- 
tract to purchase power for a 5-year period, 
declaring a decline in the price of quicksilver, 
which is produced from cinnabar, would make 
continued operations on a large scale unprofit- 
able. The REA representatives agreed to a 3- 
year contract, subject to approval in Wash- 
ington. The operators agreed to pay a monthly 
minimum bill when not operating, which would 
be 70 per cent of the maximum demand of 
the previous eleven months. 


FPC Chairman Endorses 
Norfork Dam 


(Cxamman Leland Olds of the Federal 
Power Commission said recently a de- 
fense power survey had disclosed the need for 
hydroelectric power facilities in construction 
of the Norfork dam in the White river basin 
of Arkansas. 

_In making public Olds’ letter, Representa- 
tive Ellis, Democrat of Arkansas, recalled 
that President Roosevelt had indicated he 
would urge legislation authorizing power fa- 
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cilities at Norfork as a defense measure should 
the FPC suggest the need. 

Olds said he had advised the Secretary of 
War on August 10th that the output of an 
initial installation of two units with a com- 
bined capacity of 60,000 kilowatts could be 
absorbed by the power market at the time the 
poses project could be completed. Olds wrote 
Ellis : 

“The first monthly reports to the commis- 
sion, in connection with the continuing defense 
power survey, which it is making at the direc- 
tion of the President, indicate that in the Ar- 
kansas-Louisiana-Mississippi area the load will 
this year run considerably above the net as- 
sured capacity available to serve the area. This 
is a danger sign, indicating a possible power 
shortage in the event of extreme low water 
conditions.” 


Preferential Rate Denied 


ee of Hope’s demand for a preferen- 
tial gas rate below the new overall state 
rate by the Arkansas Louisiana Gas Company 
was announced recently by the Hope Consum- 
ers Committee, following a conference with 
gas company officials. 

The committee announced that it was pro- 
ceeding with plans to establish a municipal gas 
plant, Hope having access to two gas pipe 
lines, that of the Arkansas Louisiana and the 
new line constructed from Cotton Valley, 
Louisiana, to Hope by the Louisiana-Nevada 
Transit Company. 

At the October Ist meeting of the state utili- 
ties commission, when the new overall state 
gas rate was announced, the Hope Consumers 
Committee presented an ultimatum that unless 
Hope received a 30-cent domestic rate, it 
would establish a municipal plant. The Ar- 
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kansas Louisiana Gas Company, now serving 
domestic lines in the city, requested the con- 


ference with representative of the consumers 
committee. 


California 


Rate Cut Announced 


age of the Vallejo Electric Light & Power 
Company will be reduced $41,200 a year, 
effective November 1st, Commissioner C. C. 
Baker of the state railroad commission an- 
nounced recently upon completion of the com- 
mission’s investigation. 

Of the total savings, domestic users will re- 
ceive $21,850 or a reduction of 9.1 per cent; 
commercial customers $14,600 or a reduction 
of 11.1 per cent; power customers $3,850 or a 
reduction of 10 per cent; and street lighting 
$900 or a reduction of 2.5 per cent. 

The new rates will enable Vallejo to enjoy 
one of the lowest charges for electric service 
for cities of its size in the state. Domestic 
customers will enjoy identical rates with those 
charged for the cities of Sacramento, Stock- 
ton, and San Jose, Commissioner Baker said. 
Commercial and power users will have con- 
siderably smaller bills than in those cities. 


Ickes Rejects Hetchy Plan 


ECRETARY of Interior Ickes on October 17th 
rejected San Francisco’s “plan” for leas- 
ing electrical distribution facilities of the Pa- 
cific Gas and Electric Company. Officials said 
tejection was tantamount to invoking the city’s 
agreement to call a municipal bond election if 
the plan failed. 

Ickes listed six objections to the plan, the 
first of which said it did not give the city con- 
trol of the company’s facilities and therefore 
did not comply with the Raker Act, which 
required municipal authority over the use of 
power supplied from the government’s Hetch 
Hetchy project in Yosemite National park. 

Ickes had given San Francisco officials un- 
til next July to comply with the Raker Act, 
provided an acceptable plan was submitted by 
October Ist. 

City Attorney O’Toole, in a letter to Secre- 
tary Ickes on October 18th, made formal ap- 
eee ge for extension of the December 17th 

ond election date, previously set by stipula- 

tion of Ickes. If the Secretary agrees, and 
providing present lease negotiations fail, the 
city will hold a revenue bond election on 
January 14th for purchase of the Pacific Gas 
and Electric Company’s Hetch Hetchy power 
distribution facilities. 


State Denies “Confiscatory” 
Power Policy 


Oo to the “confiscatory” policy of 
erecting public power distribution facili- 
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ties that parallel existing lines of private utili- 
ties was expressed by the State Water Project 
Authority last month. 

In a meeting attended by John C. Page, U.S, 
Reclamation Commissioner, the authority pro- 
posed a joint meeting with the Federal gov- 
ernment and representatives of the Pacific Gas 
and Electric Company to discuss the possibility 
of joint use of PG&E facilities either through 
lease or sale to the state “to prevent economic 
waste of parallel building.” 

Frank W. Clark, chairman of the state 
authority, said the administration has been 
charged with having a “program of confisca- 
tion of PG&E properties.” This, he said, is 
not true. While the administration stands for 
the public distribution of Shasta dam power, 
it also is in favor of promoting free enter- 
prise, he said, adding he felt it would be wise 
to negotiate with the power company for the 
purchase or lease of necessary lines to distrib- 
ute Shasta power rather than to duplicate 
them. 

The meeting was called primarily to work 
out a Federal-state plan to sell and distribute 
Shasta power when it is ready. 

After Commissioner Page urged that the 
two governments stop “sparring around” on 
the question of responsibility in the project, 
the authority adopted a 3-point program de- 
signed to speed progress in the development 
of marketing facilities for Shasta power. The 
program provides: 

1. The state will prepare a comprehensive 
power program calling for a survey of the 
existing market, transmission facilities, and 
for operation of the dam. 

For promotion of public agencies as a 
market for ‘Central Valley power. 

3. Assistance to public agencies in determin- 
ing methods by which they may finance them- 
selves. 

The program was said to be in line with 
Page’s assertion that Secretary of the Interior 
Ickes wants the authority to “act as a clearing 
house and sales agency for Shasta power to 
public utilities.” 


Details of Rate Reductions 


| f pow of the $5,000,000 reduction in the 
annual charges for gas and electric serv- 
ice of the Pacific Gas and Electric Company 
were announced recently by President Ray L. 
Riley of the state railroad commission. 

In each case domestic and commercial cus- 
tomers receive the largest savings in their bills. 
The electric reduction, totaling $2,000,000, will 
be an average cut of 5 per cent and the $3,- 
000,000 in reduced gas rates will average a 12 
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per cent reduction. The new electric rates be- 
came effective October 8th and the new gas 
rates on October 22nd. 

The reductions were brought about through 
the annual investigation of the company “ 
members of the commission’s staff. In the elec- 
tric department the smaller user as well as the 
customer who uses electricity for cooking and 
water-heating purposes receives benefits. Rural 
customers were likewise accorded reductions. 

Customers in the San Francisco bay metro- 
politan area, according to the commission’s 


breakdown, will save approximately $2,000,- 
000 annually. Domestic and commercial cus- 
tomers of the company will save $1,232,840 a 
year—$388,920 of it in electric bills, and $843,- 
920 in gas bills. 

Reductions in electric rates ranging from 2.3 
to 9.8 per cent became effective in Fresno, and 
reduced gas rates totaling from 9.8 to 13.3 
per cent. It was estimated the reductions 
would save consumers $35,630 annually on 
their electric bills and approximately $117,000 
on gas costs. 


Colorado 


Utilities Protest Assessments 


gee and gas companies in the state re- 
cently appealed to the state board of 
equalization charging that the assessed valua- 
tion of their properties by the state tax com- 
mission is “manifestly erroneous, excessive, 
disproportionate, arbitrary, discriminatory, un- 
reasonable.” 

In a formal protest filed with the board by 


Attorney Donald C. McCreery, the companies 
alleged there has been “an arbitrary, continu- 
ous, systematical, and substantial decrease in 
valuation of all classes of property assessed by 
the tax commission, except electric, gas, and 
telephone companies,” since 1929. 

The tax commission fixed the total valua- 
tion of electric companies this year at $48,486,- 
240 and valued gas companies at a total of $7,- 
373,600. 


Illinois 


Court Reaffirms Stand 


Te state supreme court recently reaf- 
firmed its previous ruling in the case of 
L. W. Kreicker v. Naylor Pipe Company, 
which bears directly upon recapitalization un- 
der the laws of the state. As a very similar 
case has been brought by certain preferred 
stockholders against the Illinois Power & 
Light Company, effect of the decision was 
said to diminish the prospect of such stock- 
holders being able to enjoin the company from 
carrying out its 1937 recapitalization without 
retiring their preferred shares at call price. 

In the Kreicker-Naylor Case the state su- 
preme court ruled that minority preferred 
stockholders in a recapitalization are bound 
by the right of the two-thirds majority to 
change the company’s charter. It also upheld 
the creation of a prior preferred stock and the 
allotment of such stock to assenting preferred 


stockholders in exchange for preferred divi- 
dend accumulations without making any com- 
pensatory offer to nonassenting security 
holders. 

An earlier decision of the court was handed 
down in April, this year. A rehearing was 
asked in which the attorneys for the dissenting 
preferred stockholders of Illinois Iowa Power 
Company participated. In May, 1937, certain 
holders of preferred of Illinois Iowa Power, 
formerly Illinois Power & Light, filed suit in 
the circuit court at Champaign, Illinois, seek- 
ing to enjoin the company from carrying out 
the plan of recapitalization proposed in 
March that year. They also asked the court to 
rule that the company be barred from paying 
any dividends to assenting preferred stockhold- 
ers and common stockholders without first re- 
deeming their nonassenting preferred stock at 
the call price of $110 a share plus accumu- 
lated dividends. 


Indiana 


Power Lines Join in Defense 


FoR major electric utilities of Indiana, 
Ohio, and Michigan will be joined by 
transmission lines as a national defense move, 
by authority of the Indiana Public Service 
Commission. The commission last month ap- 
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proved interconnection of the lines of these 
systems: 

The Public Service Company of Indiana, 
with headquarters in Indianapolis, serving 
central and southern Indiana; the Indiana 
General Service Company, of Marion, serving 
central and eastern Indiana; the Indiana & 
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Michigan Electric Company, of South Bend, 
serving northern Indiana and southern Mich- 
igan; and the Cincinnati Gas & Electric Com- 
pany, serving a part of Ohio. 

Petitioners set out the tie-up would provide 
emergency and stand-by service for each com- 
pany and enable those with more current than 


they needed to dispose of it to those able to 
use it. 

Two new 132,000-volt transmission lines to 
facilitate the interconnection are being built be. 
tween Muncie and Cincinnati by way of Tren. 
ton, Ohio, and between New Castle and An. 
derson. 


Michigan 


Utilities Asked to Curb Vice 


OLLOWING a conference last month with 

representatives of four utilities and the 
Detroit Department of Water Supply, Prose- 
cutor Voorhies indicated that he would ask 
the state public service commission to broaden 
a regulation covering refusal of a utility to 
give service to law violators. 

Voorhies and Sheriff Andrew C. Baird of 
Wayne county called the conference to deter- 
mine how the utilities could codperate in 
checking the operation of gambling places and 
disorderly houses. 

Last May, the Michigan Bell Telephone 
Company was | se permission by the state 
commission to discontinue service to any sub- 
scriber on the order of a court of record, the 
state attorney general, or the United States dis- 


trict attorney. The company also had asked 
that county prosecutors and city attorneys be 
included, but these were not included in the 
regulation issued by the commission. Voorhies 
said he would seek to have these officers added, 

Other utilities represented were the Con- 
sumers Power Company, the Detroit Edison 
Company, and the Michigan Consolidated Gas 
Company. 

Sheriff Baird pointed out that a utility com- 
pany and its employees are equally guilty if 
an employee knowingly furnishes service which 
is used in violation of the law, but said he 
“did not wish to do anything that would make 
snoopers out of employees.” 

Utility representatives, on the contrary, as- 
serted that the companies would be liable to 
civil action “if we guessed wrong” in refusing 
service. 


Nebraska 


Power Deal Authorized 


Sw Nebraska City council recently gave 
Guy C. Myers, New York promoter, the 
“go ahead” signal to purchase holdings of the 
Central Power Company in the city and sur- 
rounding territory for $1,150,000. Gas and 
water as well as the electric facilities of the 
company would be taken over by the city if 
the deal is consummated. 

The decision was made at a meeting of the 
city commission last month and the action was 
unanimous. It may signalize the transfer of 
all Central Power properties in the state to 
municipalities, it was said. 

Whether the properties would be acquired 
by the Consumers District to be formed in Ne- 
braska City or through the Consumers Public 
Power District of Columbus would be decided 
later. Myers’ first proposal was to act through 
the Columbus set-up which would make the 
actual purchase and then lease the properties 
to Nebraska City. 

If the deal goes through the city will drop 
condemnation proceedings against the com- 
pany. The suit has been fought through Fed- 
eral courts and was said to be ready for the 
actual condemnation hearing before three dis- 
trict judges. 
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Agreements were signed on October 11th in 
which the Consumers Public Power District 
of Columbus would gain momentary posses- 
sion of Southern Power Company facilities 
at Superior and adjacent towns, President C. 
B. Fricke of Consumers District announced re- 
cently. 

The properties would be turned over to 
the city of Superior and the Tri-County Pub- 
lic Power and Irrigation District for opera- 
tion as soon as the bond issue of $1,100,000 
has been floated. 

Under terms of the deal Tri-County and the 
city of Superior were to take over the prop- 
erties about October 21st. Tri-County would 
assume $900,000 of the bond issue and Su- 
perior $200,000. 

The bonds were signed on October 17th by 
the state auditor of Nebraska preparatory to 
transfer of the Southern Nebraska Power 
Company to the Consumers Public Power Dis- 
trict. 


“Little TVA” Head Resigns 


D* D. W. Kingsley, president of the Tri- 
County Public Power and Irrigation Dis- 
trict, last month resigned under fire. His re- 
moval was expected to precipitate a fight be- 
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tween those advocating that the vast develop- 
ment be used primarily for irrigation purposes 
and a group determined that its main function 
be the production of public power. ; 
The district involved is a $36,000,000 project, 
the largest unit in Nebraska’s federally 
fnanced hydroelectric development. Most of 
the program is concentrated on the construc- 
tion of a huge earth-filled dam, the second 


largest of its kind in the world, which is sched- 
uled for completion this month. 

Kingsley had been head of the Tri-County 
District since its inception five years ago. His 
resignation followed a report made to the dis- 
trict’s board of directors by PWA authorities 
in Washington. The report was made, it was 
said, after an investigation of many complaints 
against him. 


R 
Ohio 


Company Report Approved 


HE state utilities commission last month 
f patio a report of the East Ohio Gas 
Company showing that all but $21,931 of a 
stipulated $468,751 refund had been made to 
Akron consumers. 
The company was released from its $750,- 
000 bond. 


The commission directed, however, that the 
company “continue efforts to make the refund 
complete.” 

Under an agreement May 2, 1939, terminat- 
ing the East Ohio’s appeal from an Akron 
rate ordinance, the company was to refund to 
consumers 13 cents a month for the actual 
time service was used between May 19, 1933, 
and September 30, 1939. 


y 
Oklahoma 


Utility Networks Strong 


7 state corporation commission reported 
last month in another of its national de- 
fense surveys that there should be no fear of 
a shortage of power or natural gas in Okla- 
homa in event of an emergency. The commis- 
sion is making a survey of all utilities under 
its jurisdiction to determine what facilities 
would be available in case of an emergency. 
The report said: 

“With the power now available through 
present generating plants and interconnections, 
the many reserves and the miles of electric 
and gas transmission lines, the outlay presents 
a picture of progress capable of meeting the 
probable demands in the event of an emer- 
gency or an industrial boom. The network of 
power lines, owned and operated by the private 
utilities either enter or traverse all 77 counties 
within the state. 

“With the completion of the Grand River 
dam and the Denison dam under construction, 
expansion by private company plants will be 
eliminated for several years because of the 
potential capacity available from these two 
projects. This will also augment the power 
pool to meet all power needs. 


“In the case of abnormal demands on trans- 
mission systems, the natural gas industry 
would be more vulnerable to sabotage than 
the electric companies, as the transmission 
lines extending from the various fields to the 
markets in most cases permit only a one-way 
flow of gas.” 


Court to Hear GRDA Suit 


HE theoretical question of whether Gover- 

nor Phillips can stop completion of the 
Grand River dam, which already has been 
completed, will be argued before the United 
States Supreme Court. The court on October 
14th agreed to review the 3-judge Federal 
court ruling which enjoined the governor from 
interfering. 

The governor insisted on carrying the ap- 
peal to the highest court, however, declaring 
he did not want a precedent to be set whereby 
a Federal court could stop proceedings of a 
state court. 

Governor Phillips said Randell S. Cobb, as- 
sistant attorney general; Villard Martin, 
Tulsa; and J. G. Dudley, Oklahoma City, spe- 
cial attorneys, would present the case for the 
state. 


Oregon 


month met at the call of State Public Utilities 


Utility Leaders Meet 


| igre leaders in the vital fields of power, 
transportation, and communication last 
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Commissioner Ormond R. Bean in Portland 
to plan for the codrdination of Northwest fa- 
cilities to obtain effectiveness for either na- 


NOV. 7, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


tional defense purposes or in time of major 
emergency. 

Bean said the group would serve as a clear- 
ing house for information regarding trans- 
portation, communication, and power facili- 
ties which would be available in time of na- 
tional or local emergencies. 

Berkeley Snow, secretary of the Northwest 
Electric Light & Power Association, was 
named chairman of the general committee on 
power. R. J. Collins, general commercial en- 
gineer for Pacific Telephone & Telegraph 
Company, is chairman of the general com- 
munications committee, while J. C. Albright, 
assistant general manager of Union Pacific 
Railroad Company, is chairman of the railroad 
passenger and freight committee. Ben S. Mor- 
row, city engineer, is chairman of the general 
committee representing miscellaneous utilities 
(gas, water, etc.). 


Cooperative Signs Contract 


HE Nehalem Valley Codperative Electric 

Association of Clatsop county recently 
signed a 20-year contract for the purchase of 
150 kilowatts of power from the Bonneville- 
Grand Coulee Power Administration. 

The Nehalem coéperative was the first REA 
project organized in the state of Oregon. It 
was the seventh to buy Columbia river power 
from the government. 

The cooperative will purchase prime power 
at the rate of a quarter of a cent per kilowatt 
hour of use, plus a demand charge of 75 cents 
per kilowatt per month. The contract provides 
for first deliveries of electricity in the near 


future at the Nehalem codperative’s substa- 
tion at Olney. 

The codperative is now purchasing power 
from the Pacific Power & Light Company 
which serves the Astoria area and which aj. 
ready has executed. a contract for the purchase 
of Columbia river power to meet its increas- 
ing consumer demand in the area. This con- 
tract provides that the company will institute 
immediate deliveries to the cooperative until 
the Bonneville-Grand Coulee Power Adminis- 
tration’s 82-mile transmission line, now under 
construction between Portland and Astoria, is 
completed. 


Veto Overruled 


ae of the state hydroelectric com- 
mission to create people’s utility districts 
despite that part of the district has voted 
against being included was upheld in an opin- 
ion of the state supreme court last month. 

The opinion, written by Justice Harry Belt, 
affirmed Circuit Judge Fred W. Wilson of 
Hood River county. The opinion involved the 
legality of the Hood River people’s utility 
project. 

The city of Hood River voted against being 
included in the Hood River Public Utility Dis- 
trict. A group of taxpayers contended that the 
hydroelectric commission exceeded its author- 
ity when it ordered creation of the district to 
include the rural areas of the county which 
were favorable to the project. 

The supreme court ruled that the state leg- 
islature legally delegated this power to the 
hydroelectric commission. 


Pennsylvania 


companies are subsidiaries of Standard Oil of 
New Jersey. 


Commission Approves Deal 


HE State public utility commission on Oc- 

tober 16th authorized the sale of large 
quantities of natural gas by the Peoples Nat- 
ural Gas Company of Pittsburgh to an affil- 
iated company in New York state, and its de- 
livery through a pipe line of the Peoples 
Company. 

Democratic minority members of the PUC 
differed sharply with the Republican majority 
which authorized the transaction, and Com- 
missioner Thomas C. Buchanan of Beaver 
charged that terms of the sale will be burden- 
some to Pennsylvania consumers. 

The Peoples Company was awaiting a 
PUC decision on a $1,263,000 rate increase for 
its western Pennsylvania consumers, refused 
by a Democratic PUC majority last February, 
and allowed by the state superior court pend- 
ing a redecision by the commission. 

The commission majority authorized the 
sale of natural gas by the Peoples Company to 
the New York State Natural Gas Corporation 
at 30.75 cents per thousand cubic feet. Both 
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The state commission stipulated _ that 
its permission for the sale was not to be con- 
sidered as approval of the rates, and, indicated 
that the raise would be scrutinized in connec- 
tion with the pending rate case involving the 
company’s western Pennsylvania increase. 


Ownership League Probe 


HE Pennsylvania Public Ownership 
League on October 11th was made an ad- 
ditional party respondent in the state public 
utility commission’s investigation of John J. 
Lipko and the Public Utility Consumers Serv- 
ice, Inc. j 
The commission found that although Lipko 
and the Pennsylvania Public Ownership 
League, Harrisburg, which he heads, filed a 
complaint against rates of the Pennsylvania 
Power & Light Company, and although the 
case was scheduled for hearing numerous 
times, no one appeared at the hearing in be- 
half of the complainants. 
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substa- burgh. The proposal was vigorously opposed 
4 Natural Gas Plans Dropped = "Bis ings before the PUC by the Anthracite 
power ITHDRAWAL of the Metropolitan Edison Institute and the United Mine Workers of 
mpany Company’s application for permission to America. _ 

ich al- substitute natural gas for the manufactured Beamish joined with Thomas Kennedy, 
rchase product in eastern Pennsylvania was hailed UMWA international executive and former 
icreas- by Public Utility Commissioner Richard J. lieutenant-governor, and Herman J. Goldberg, 
S con- Beamish as a “complete victory” for the an- institute counsel and former public service 
stitute thracite industry. Harold J. Ryan, Reading, at- commission member, in condemning the gas 
> until torney for the utility, asked for a withdrawal substitution as a serious infringement on “nat- 


minis- 
under 
Tia, is 


of the application before the PUC “without 
prejudice,” but cited no reasons for the action. 

Metropolitan Edison’s plan was to pipe nat- 
ural gas into Elizabethtown and Marietta, 
Lancaster county, and into suburbs of Harris- 
burg, from western Pennsylvania lines of the 
Manufacturers Light & Heat Company, Pitts- 


ural” anthracite territory. 

Beamish charged the natural gas interests 
were using the utility as a “trojan horse to 
invade the hard coal areas.” 

Metropolitan Edison planned to convert a 
small manufactured gas plant at Marietta to a 
natural gas dispensing unit. 


South Carolina 


Defense Projects Urged 


ONGRESS received a petition recently urging 
+ the Federal Power Commission designate 
the Santee-Cooper, Clark’s Hill, and Lyles- 
Ford tricounty power projects in South Caro- 
lina as necessary to the national defense pro- 
gram. 

the South 


The resolution, adopted by 


Carolina Council for National Defense, was 
presented to Congress by Representative 
Hampton P. Fulmer of South Carolina, and 
referred to the House Committee on Military 
Affairs. 

Construction work on the Santee-Cooper 
power project already is under way with Fed- 
eral funds, but the other two developments are 
in preliminary stages. 


Tennessee 


Exemption Upheld 


Cres R. B. C. Howell and James 
Newman of the two divisions of the 
Davidson County Chancery Court on October 
10th held that the Tennessee Suburban Utili- 
ties District Act of 1937 is constitutional in 
disposing of two cases attacking the validity 
of the statute. 

The act authorizes county judges in Tennes- 
see to incorporate “suburban utility districts” 
and to give these districts the status of mu- 


nicipal corporations, exempt from taxation. 

The state railroad and public utilities com- 
mission, charging that the act is unconstitu- 
tional, assessed for taxation two such districts 
in Davidson county, the First Suburban Water 
Utility District and the Madison Suburban 
Utility District. The two water corporations 
filed suit in the two chancery courts asking 
declaratory judgment as to whether the law 
is constitutional. Injunctions to prevent fur- 
ther steps to collect the tax were also granted, 
it was reported. 


Texas 


REA Considers Plant 


HE Rural Electrification Administration 
L was recently reported by Clarence A. 
Windor, director of the REA engineering and 
operations division, to be considering plans to 
build a $1,000,000 generating plant in north- 
east Texas. Mr. Windor made the announce- 
ment at Fort Worth at a meeting of repre- 
sentatives of the 66 rural electric codperatives 
in the state. 
C. O. Falkenwald, director of the REA di- 
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vision of codperative relations, said plans also 
were being considered for the delivery of 
seven mobile generating plants for use in all 
parts of the state. 

The $1,000,000 generating plant would be 
located at Gilmer, according to present plans, 
and would serve about 15,000 members of 
seven REA co6éperatives in Panola, Rockwall, 
Rains, Hopkins, Franklin, Hunt, Wood, Van 
Zandt, Smith, Franklin, Titus, Camp, Morris, 
Bowie, Marion, Harrison, Upshur, Rusk, and 
Cherokee counties. 
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Virginia 


Franchise Renewed 


TT: Fredericksburg city council last 
month formally accepted a renewal of the 
franchise of the Virginia Electric & Power 
Company, to furnish current to the city for 
another fifteen years, subject to a 15-year ex- 
tension. The power company was the only 
company to submit a bid for the contract. 
Estimated annual return to the city under 
the new franchise as compared to the terms 


of the former contract was given at $33,802 
including payment by the company for use of 
the city water rights in the Rappahannock 

Chief features of the new franchise are free 
street lights, a white-way system, reduced rate 
for city current, and payment for use of city 
water rights. 

The council in August voted for renewal of 
the franchise but law required the advertis- 
ing for bids before actual acceptance. The 
former franchise expired March 27, 1939, 


Washington 


Hits Tax Group 


—_ McAllister, counsel for the Federal 
Power Commission, which was conduct- 
ing a hearing into reported political activity 
of private utilities in the interest of Public 
Utility Initiative 139, recently charged in Seat- 
tle that the Washington State Taxpayers’ As- 
sociation was attempting to hamper the FPC 
investigation. 

Initiative 139 would require a vote of the 
people before a PUD could incur financial 
obligations. 

Floyd Oles, director of the taxpayers’ asso- 
ciation, refused to produce records of his 
group for scrutiny by the FPC. Private power 
companies, which were respondents in the 
hearing, have made contributions to the tax- 
payer group, it was said. 

McAllister charged that attempts “have 
been made to delay us.” Ivan L. Hyland, coun- 
sel for Oles, said: 

“We are not trying to obstruct the hearing. 
We believe the FPC has no right to the rec- 
ord. If, however, the court decides we must 
produce the books then we will. I will say 
this, if the FPC gets the books, they won’t 
get much, anyway.” 

Oles charged that the FPC hearing was “an 
alphabetical witch-hunt.” He joined with 
Arthur A. Denny, former association treas- 
urer, and Robert H. Beebe, Edmonds, chair- 


man of the association’s executive committee, 
in a flat refusal to testify concerning details 
of the association’s operations. 


City Light Sues Boeing 


gc City Light on October 7th filed a 
superior court action attempting to require 
the Boeing Aircraft Company to purchase 
electric power only from the municipal utility. 
The complaint recited that April 13, 1936, the 
Boeing Company entered into a contract to 
purchase City Light power exclusively, but 
that the company now asserts it is not bound 
under the agreement to use only City Light. 

. C. Spowart, sales and contract manager 
for City Light, said the suit was being filed 
because all reasonable attempts at settlement 
of the matter involving a clear and specific 
City Light contract “have been unavailing and 
because under the circumstances we feel 
obliged in the public interest and the protec- 
tion of the city’s right to protect these rights 
by legal processes where necessary. The Boe- 
ing officials seem to desire service from both 
utilities (City Light and Puget Sound Power 
& Light Company) and the question of how 
much power should be served by the city and 
how much by the private utility is the basis 
of this suit, which asks the courts to deter- 
mine what rights the city has under its con- 
tract.” 


Wisconsin 


Power Rate Cuts 


AME 76,000 residential customers of the 
Wisconsin Power & Light Company will 
save $147,500 a year on their electric bills 
through a rate reduction filed by the company 
and approved by the state public service com- 
mission, the commission said last month. 
One group of communities, in which about 
33,000 home users of electricity will save $65,- 
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000, includes Janesville, Beaver Dam, Fond 
du Lac, Beloit, and Sheboygan. 

In a second group, about 15,000 customers 
will save about $37,800 a year. Communities 
of the Madison area in this classification are 
Baraboo, Darlington, Dodgeville, Mauston, 
Mayville, Edgerton, Milton, and Milton Junc- 
tion, Mineral Point, Monroe, and Portage. 

The reduced rates became effective on all 
bills delivered on or after November Ist. 
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Powers of Commerce Commission to Prescribe 
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Hours of Service Are Exclusive 


Na suit by employees of a motor truck 
| operator to recover compensation for 
overtime services under the Fair Labor 
Standards Act, a Federal District Court 
in Oklahoma held that the power granted 
to the Interstate Commerce Commission 
over the matter of hours of labor of mo- 
tor truck drivers is exclusive. By the 
exemption in the Fair Labor Standards 
Act Congress meant to recognize the 
power that had been granted to the In- 
terstate Commerce Commission. For this 
reason the suit was dismissed. 

The truck drivers contended that since 
the Interstate Commerce Commission had 
never exercised this power and had not 
found it necessary to make reasonable 
requirements to promote safety of opera- 
tion and to prescribe maximum hours of 
employees and standards of equipment, 
and since that commission had failed to 


exercise the power granted to it by Con- 
gress, such power did not exist, and un- 
der the Fair Labor Standards Act the 
administrator of the act had power and 
had declared that the exemption above 
referred to and provided in the act ceased 
to be applicable. The court answered as 
follows: 


Certainly, the failure of the Interstate 
Commerce Commission to prescribe maxi- 
mum hours of service of employees does not 
divest the commission of the power granted 
to it by Congress. Its failure to so prescribe 
maximum hours of service might be due to 
the fact that the commission did not find that 
it was necessary. The expression, “if need 
therefor is found,” is a limitation on the com- 
mission in prescribing maximum hours of 
service but is not a limitation on the power 
granted by Congress to the commission. 


Bechtel et al. v. Stillwater Milling Co. 
et al. 33 F Supp 1010. 


e 


Power to Restrain Management in 
Declaration of Dividends 


HE Securities and Exchange Com- 

mission, in imposing a dividend re- 
striction as a condition of authorizing the 
issuance of a note to finance the acquisi- 
tion of securities by a registered holding 
company, has traced the genesis and de- 
velopment of the Public Utility Holding 
Company Act with particular reference 
to the restrictions on managerial judg- 
ment which were intended to be imposed 
by the statute. Counsel for the holding 
company had urged that the imposition 
of a restrictive condition would consti- 
tute an unwarranted intrusion on man- 
agerial discretion. The commission said : 


We think this contention is without merit, 


for it is our statutory duty to determine 
whether the proposed transaction conforms 
to the applicable standards of the act. Of 
course, managerial judgment is one of the 
facts to be considered in arriving at our 
statutory findings. But it is equally clear 
that we must condition our approval of the 
issuance of utility securities—even if man- 
agement deems unconditional issuance de- 
sirable—if we find that conditions are nec- 
essary to achieve the standards of the act. 
Indeed, had Congress intended that there 
be no interference with transactions pro- 
posed by management, there would have 
been no need for such a regulatory act. 

If the text of the act were not clear 
enough on this point, the legislative debates 
and history reveal that in every stage of the 
promulgation of the statute, Congress in- 
tended and desired that the statute impose 
a duty upon the commissien to require that 


701 NOV. 7, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


transactions proposed by the management of 
public utility holding companies and their 
subsidiaries be exercised in conformance 
with the standards of the act. 


In an appendix to the decision the 
commission discussed the duties imposed 
upon the commission with respect to se- 
curities. Restriction by legislation on the 
issuance of securities of public utilities 
was said to be nothing new. State com- 
missions and the Interstate Commerce 
Commission have had such authority. 
The novelty of the 1935 act was only 
that it gave an agency of the Federal 
government supervision over or veto 
power with respect to the issuance of 
utility securities. It was said to be evi- 
dent from a study of the history of the 
act that Congress intended the commis- 
sion to impose terms and conditions 
upon approving the issuance of securi- 
ties and that Congress deemed such pow- 
ers of supervision over management to 
be of particular necessity and im- 
portance. 

The proceeding before the commission 


e 


was for the purpose of securing authori- 
zation for a registered holding company 
to acquire securities of Union Water 
Service Company. It was noted that ac. 
quisition of additional water properties 
might increase complication of the cor- 
porate structure, but the justification of- 
fered was that this was only temporary 
and would not impede the ultimate carry- 
ing out of the provisions of § 11. It was 
stipulated that if the holding company 
did not dispose of its electric utility prop- 
erties within a period of six months, the 
company would consent to the entry of 
an order under § 11 requiring their 
disposition. 

Serious consideration was given by 
the commission to the “disproportion- 
ately small investment” in common stock, 
in determining whether a note issue to 
finance the acquisition should be permit- 
ted. Even so, having in mind all the 
facts, authority was granted subject to 
the dividend restriction condition. Re 
Northeastern Water & Electric Corp. 
(File No. 70-96, Release No. 2314). 


Public Interest Offsets Operator’s Fault in 
License Revocation Case 


HE Federal Communications Com- 
mission, after revoking the license 
of a partnership operating a broadcast 
station, upon further consideration re- 
voked its order and permitted operation 
to continue. Public interest was held to 
outweigh the operator’s delinquency. 
The commission found that the station 
owners had misrepresented to the com- 
mission their intentions as to the financ- 
ing, construction, control, and operation 
of the station in securing their original 
construction permit and station license. 
In addition, they had transferred the 
rights granted them to others without the 
consent of the commission, in violation of 
the Communications Act. These facts 
taken alone, said the commission, would 
support an affirmation of the commis- 
sion’s order of revocation. There were 
other facts, however, which gave the 
commission cause and which led to a dif- 
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ferent conclusion. The commission made 
the following statement: 

These violations were committed by the 
respondents either prior to the commence- 
ment of the operation of this station or with- 
in less than six months thereafter. Though 
ignorance of the law is no excuse, yet their 
conduct must be viewed in its true light as 
that of men at the outset of their career in 
radio broadcasting without any previous ex- 
perience with the commission. 

After the transfer the other parties had 
released and relinquished to the operators 
all their interest in the station, and in 
1937, within six months of the time the 
station began to operate, the applicants 
for the license had obtained full control 
and ended all affiliation of the others. 
Since that time the station had been op- 
erated in the interest of the public. The 
commission continued : 

In determining whether to revoke the 
license of a radio broadcast station for 
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false representations to the commission and 
other violations of the Communications Act, 
the commission is faced with competing con- 
siderations. The commission’s primary duty 
is to the listening public and, in dealing with 
a licensee, the commission must be guided by 
this primary duty. On the other hand, if the 
commission is to carry out its function of 
granting and denying applications for 
licenses, it must obtain true and accurate in- 
formation from those who seek to operate 
radio stations and must take disciplinary 
action against those who make false repre- 


7 


sentations to the commission. But discipline 
should not be inexorably applied when sta- 
tion licensees demonstrate to the commis- 
sion, as these respondents have now done, 
that they are ready to act in good faith. 

To revoke their license at this time would 
deprive the community of the service of this 
station when there is no reason to believe 
that the respondents will not continue to 
operate it in the public interest. 


Re Navarro Broadcasting Asso. (Docket 
No. 5839, B-118). 


State Commission Asserts Jurisdiction over 
Contract for Export of Power 


DOPTION of the Federal Power Act, 
giving the Federal Power Com- 
mission regulatory jurisdiction over in- 
terstate deliveries of power, did not pre- 
émpt the field of regulation of such mat- 
ters so as to deprive a state commission 
of its jurisdiction over a contract for the 
sale of power to a company operating in 
another state, it was held by the Wiscon- 
sin commission. The contract had been 
approved by the Federal commission and 
was filed with the Wisconsin commission 
for information without the company 
conceding that the state commission had 
jurisdiction. 

Congress has recognized that genera- 
tion of electric energy is not a part of in- 
terstate commerce and that it is only the 
transmission of that energy which 
properly comes within the scope of Fed- 
eral regulation. There was said to be a 
clear recognition that states and state 
commissions have a right with respect to 
hydroelectric energy that may be gen- 
erated otherwise than by the use of dams 


or other facilities owned by or under the 
control of the Federal government. 

It was said to be obvious that the com- 
mission today has the same authority it 
has had to state how much energy de- 
veloped by Wisconsin dams shall be ex- 
ported beyond the state boundaries. The 
commission continued : 


In so far, therefore, as the contract herein 
involved relates to the amount of energy 
which the Wisconsin company is obligated to 
sell to the Minnesota company, that contract 
is subject to our regulatory power as pro- 
vided in our statutes. Furthermore, the Fed- 
eral Act (§ 207) provides that the Federal 
Power Commission “shall have no authority 
to compel the enlargement of a public util- 
ity’s generating facilities,” nor to compel the 
sale of energy “when to do so would impair 
its ability to render adequate service to its 
customers.” 

It is our conclusion, after considering the 
provisions of the Federal Power Act, that it 
is within our jurisdiction to grant or refuse 
approval of this contract. 


Re Northern States Power Co. (2-U- 
1600). 


e 


Federal Court Barred from Requiring Interchange 
Service by Union Workers 


HE Norris-LaGuardia Act, limiting 
the power of Federal courts to is- 
sue injunctions in labor disputes, does 
not carry any exception in favor of the 
Motor Carrier Act, and this latter act 
does not suspend the Norris-LaGuardia 
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Act or vest the court with jurisdiction to 
issue such injunction, according to a 
holding of the Federal District Court for 
the middle district of Tennessee. The 
court, accordingly, refused an injunction 
to require motor carrier companies and 
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their employees to deliver and to accept 
freight from another company which 
was being picketed by a labor union. 
The company seeking the assistance of 
the court had been able to retain part 
of its employees after the labor union at- 
tempted to force a closed shop agreement 
upon it. Some employees had quit work 
because of fear of the consequences of 
failing or refusing to comply with union 
demands. Employees of the other com- 
panies had closed shop agreements 
which provided that their employers 
should not require them to cross picket 
lines. Under these circumstances the 
court concluded that the case involved 
and grew out of a labor dispute as de- 
fined by the terms and provisions of the 


e 


Norris-LaGuardia Act. It was said tol 
apparent that if the court should issue, 
mandatory injunction requiring the othe 
companies, their agents, servants, an{ 
employees to deliver freight to and ty 
accept freight from the plaintiff com. 
pany, the practical effect would be ty 
make defendants, who were members of 
the labor union in question, accept and 
deliver freight from the plaintiff com. 
pany in violation or partial violation of 
their contract and in direct conflict with 
the efforts of the union to organize the 
plaintiff's employees and to require the 
plaintiff to sign a closed shop contract, 
Southeastern Motor Lines, Inc. 1, 
ea Truck Co. Inc. et al. 34 F Sup) 


Charges to Municipal Plant for Service by 
Company Having Optional Schedule 


HE city of High Point, North Caro- 

lina, failed in an effort to recover 
from the Duke Power Company 
amounts voluntarily paid for electricity 
under schedules which it asserted to be 
inapplicable. The company was allowed 
to recover, for current subsequently sold, 
only the amount calculated under an op- 
tional rate schedule which the city in- 
sisted upon but which the company re- 
fused to apply except on condition that 
the city enter into a yearly contract con- 
taining a restrictive clause. 

After termination of a contract for 
the sale of electricity at specified rates, 
service was continued pending the nego- 
tiation of a new agreement. The com- 
pany offered to contract to furnish serv- 
ice under an optional schedule based 
upon a demand and energy charge if the 
city would agree not to distribute elec- 
tricity for power purposes in competi- 
tion with the company. No such restric- 
tion was contained in the filed schedule. 
The company rendered monthly state- 
ments based upon the rates contained in 
the old contract, computed on an energy 
charge basis, and the city paid these bills 
up to April, 1938. Thereafter it refused 
to make any payment and it prosecuted 


NOV. 7, 1940 


an action to recover the difference be- 
tween the amount paid and the amount 
which would be due under the optional 
rate schedule. 

Since the city had elected to take cur- 
rent on a basis from month to month and 
such basis was not provided for under 
the optional schedule, the power com- 
pany, in the opinion of the court, was 
not exacting an unlawful rate by billing 
the city for current under the other 
schedule. “There can be no doubt about 
the right of a public service corporation 
to maintain optional schedules,” the 
court added. The rates charged were not 
illegal because they were in accord with 
schedules on file. The city was not en- 
titled to recover the amount paid, since 
it is a settled rule that where a party 
with the knowledge of the fact or where 
the means of knowledge or information 
is in the reach of the party paying and 
he voluntarily makes a payment he can- 
not recover any part of it. 

With respect to charges for current 
billed but unpaid, the court held that the 
city was entitled to make payment on the 
basis of the optional rate schedule which 
it had requested and which the company 
had refused to it. : 
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In the course of the opinion the court 
also discussed the duty to serve a com- 
petitor, stating: 


Under the law of North Carolina it is 
well settled that one public service corpora- 
tion cannot be made to supply a competitor, 
another public service corporation of like 
character, with the material to enable the 
latter to discharge its duty to the public. 
A public service corporation must make 
available to the public its service and it meets 
the requirement when the service is made 
available. If it renders the service therefor 
it is under no obligation to extend that serv- 


ice to another public service corporation to 
compete with it. 


It was also pointed out that the city 
was acting in a private capacity as dis- 
tinguished from a governmental capacity 
in purchasing electricity, which it was re- 
selling for a profit. The exercise of its 
powers for the private advantage of the 
city was said to be subject to the same 
rules that govern individuals and private 
corporations. City of High Point v. 
Duke Power Co. 34 F Supp 339. 


e 


Accounting Requirements Prescribed for 
Electric Utility Company 


b Be Utah commission, in an in- 
vestigation of the rates and prac- 
tices of an electric company, orders that 
a complete new bookkeeping system 
should be installed and kept in conform- 
ity with the classification of accounts pre- 
scribed by the commission. Records of 
the company, it was said, should con- 
tain only entries pertaining to its opera- 
tion. Entries relating to the personal 
business of its management should be 
excluded. 

The company was required to adopt 
and follow a consistent policy in regard 


to the treatment of depreciation. It was 
ordered to charge as an operating ex- 
pense 3.2 per cent of the original cost of 
the construction of its depreciable prop- 
erty as an annual charge for deprecia- 
tion expense until the experience of the 
company warrants changing that rate. In 
setting up the original cost of construc- 
tion of its properties on the books, the 
company was required to set up a depre- 
ciation reserve determined for straight- 
line depreciation accounting. Re Swan 
Creek Electric Co. (Investigation Docket 
No. 29). 


e 


Obstruction to Metering of Gas Justifies 


Service 


7 existence of an appliance in a 
gas meter which interferes with 
the registration of gas consumed is pre- 
sumptive evidence that the person to 
whom the gas was being furnished is re- 
sponsible for the existing condition un- 
der New York Penal Law, § 1431-a. 
This statutory presumption, says the 
New York Supreme Court, is applicable 
to civil actions or proceedings. Such 
was the ruling in a proceeding by a gas 
customer to compel a public utility to 
supply gas. 

But even without the assistance of the 
statutory presumption the evidence per- 
mitted but one logical inference ; namely, 


Denial 


that the customer who had exclusive con- 
trol of the premises was chargeable with 
the interference. 

Under such circumstances, the court 
held, the statutory obligation to supply 
service terminated. 

Obstruction of the meter, it was said, 
destroyed the only accurate means of de- 
termining the exact amount of gas con- 
sumption. Based on the company’s ex- 
perience in the gas business, proof had 
been offered and received to show the 
approximate amount of such consump- 
tion during the period that the meter was 
not registering, and its value. That 
proof was held to be sufficient. 
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The court approved the principle that 
where a wrong is of such a nature as to 
preclude the ascertainment of the 
amount of damages with certainty, it 
would be a perversion of fundamental 
principles of justice to deny all relief to 
the injured person. In such a case, 
while the damages may not be deter- 
mined by mere speculation or guess, it 
will be enough if the evidence shows the 
extent of the damages as a matter of just 
and reasonable inference, although the 
result be only approximate. The wrong- 


e 


doer is not entitled to complain that they 
cannot be measured with the exactness 
and precision that would be possible if 
the case for which he is responsible were 
otherwise. 

The court found from the proof the 
amount due for unmetered gas which 
the customer had refused to pay for, 
Such failure, it was held, warranted the 
company’s refusal to restore the sery- 
ice. Rocha v. Consolidated Edison Co, 
ed York, Inc. 22 NY Supp (2d) 
157. 


Other Important Rulings 


Pine Circuit Court of Appeals denied 
a rehearing on its dismissal of a 
petition to review an order of the Federal 
Power Commission finding that certain 
companies were natural gas companies 
within the meaning of the Natural Gas 
Act and that it was necessary to institute 
an investigation, on the ground that the 
Natural Gas Act does not permit a re- 
view of a mere procedural order direct- 
ing that a proceeding be instituted. 
Canadian River Gas Co. et al. v. Federal 
Power Commission, 113 F(2d) 1010. 
4 earlier opinion, see 34 PUR(NS) 
8. 


A New York court held that the Se- 
curities and Exchange Commission, in 
approving the sale of utility property to 
the Tennessee Valley Authority, could 
impose the condition that bonds issued 
by the seller be redeemed at 105 pursuant 
to their terms. Nachman et al. v. Ten- 
nessee Electric Power Co. et al. 21 NY 
Supp (2d) 280. 


The United States Court of Appeals 
for the District of Columbia held that 
the owner and operator of a radio sta- 
tion, appealing from an order of the Fed- 
eral Communications Commission which 
granted to another a radio station con- 
struction permit, was a person aggrieved 
within the purview of the Communica- 


tions Act, even though he could not re- 
sist the granting of the license on the 
ground that the resulting competition 
might injure him. Evans v. Federal 
Communications Commission, 113 F 


(2d) 166. 


The Colorado commission held that it 
has authority to make a certificate non- 
assignable and that it can alter and 
change a certificate and eliminate any 
restrictions upon its assignment only 
upon a showing that public convenience 
and necessity require such changes or 
elimination to be made.. Re Rodgers 
(Application No. 2061-A, Decision No. 
15858). 


The Colorado commission, in author- 
izing a transfer of a private carrier per- 
mit, stated that such a permit is in the 
nature of a license to operate and to that 
extent is a property right, and specific 
statutory authority is provided to trans- 
fer the same with commission consent. 
Re Kelly (Application No. 5324-PP-A, 
Decision No, 15849). 


The Missouri commission held that 
telephone rates making available a per 
cent figure of 7.7 for depreciation, Fed- 
eral and state income taxes, and return 
are not excessive. Re United Telephone 
Co. (Case No. 9812). 


NotgE.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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FEAR v. KANSAS CITY POWER & LIGHT CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


Ernest D. Fear 


Kansas City Power & Light Company 


[Case No. 9855.] 


Discrimination, § 14 — Rates — Classification. 
1. A rate schedule should not contain unduly preferential charges between 
customers of a given class, and the customers in one class should not be 
served at the expense of the customers in other classes, p. 132. 


Discrimination, § 62 — Single meter — Separate apartments. 


2. To require an electric company to furnish through a single meter serv- 
ice to separate dwelling apartments located on adjoining real estate, cumu- 
lated under one ownership, but rented to several tenants, would create a 
discriminatory condition, p. 132. 


Discrimination, § 64 — Single meter — Commercial residential service. 

3. One who receives through one meter lighting service for the apartment 
which he owns, and in which he resides, and electricity for the operation 
of heating plants in several rented household apartments located on ad- 
joining real property, but owned by him, receives such service under prefer- 
ential conditions, as the heating service approaches the commercial classifi- 
cation and the lighting service the residential classification and the com- 
bined service as taken through one meter, cannot be classified as either com- 
mercial or residential, p. 132. 


[August 13, 1940. Rehearing denied August 28, 1940.] 


C OMPLAINT against light and power company which required 
owner to install separate meters for each of his apartments 
located on adjoining real estate; dismissed. 


> 


By the Commission: This case is 
before the Commission upon the com- 
plaint of Ernest D. Fear, whose post- 
office address is 309 Ward Parkway, 
Kansas City, against the Kansas City 
Power & Light Company, a Missouri 
corporation, engaged as a public util- 
ity in the rendition of electric service 
to the inhabitants of Kansas City, 
Missouri. The post-office address of 
the defendant is 1330 Baltimore ave- 


(9] 129 


nue, Kansas City. On notice of the 
filing of the complaint the defendant 
answered denying the allegations made 
by the complainant and states that it 
is rendering service in conformity 
with the rules contained in its schedule 
filed with this Commission. Follow- 
ing a hearing at Jefferson City the 
case was submitted upon the record. 
All parties interested had been given 
proper notice of the date of the hear- 
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ing and were given an opportunity 
to be heard. 

The complainant states that he owns 
a tract of land in Kansas City, rough- 
ly triangular in shape, the south line 
of said tract bordering 330 feet on 
49th street, the east line bordering 275 
feet on Wornall road, and the north- 
east-southwest line fronting on Ward 
Parkway a distance of 370 feet. A 
sketch is attached to the application 
showing in more detail the shape of 
the tract in question. 

Complainant further states he has 
on the aforesaid tract of land five 
duplex properties each containing two 
residential apartments. One of the 
duplex buildings faces on Wornall 
road, the other four on Ward Park- 
way. The respective street numbers 
are as follows: 4814-16 Wornall 


road, 401-3 Ward Parkway, 405-7 


Ward Parkway, 409-11 Ward Park- 
way, and 429-31 Ward Parkway. 
The complainant resides in the apart- 
ment having the address 409 Ward 
Parkway. The other apartments are 
rented to tenants. 

It is shown that each of the ten 
apartments has its own individual elec- 
tric service meter, and that the electric 
service required by each tenant is de- 
livered and metered to each tenant by 
the defendant on bills rendered the 
tenant, and each tenant pays the 
charges for electric service consumed 
in the apartment occupied by him. 

The landlord furnishes heat as part 
of the rental service to all the apart- 
ments, and in doing so operates heat- 
ing plants, consisting of a hot-water 
boiler located in the basement of each 
of the five duplexes, or five boilers 
heated by gas delivered through a 
single gas line and metered through a 
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master meter located in the basement 
of the complainant’s apartment. 

As a part of the equipment inciden- 
tal to the operation of the heating 
units, the complainant states he has 
installed in the water line of each 
boiler a small circulating pump op- 
erated by a one-eighth horsepower mo- 
tor, thermostatically controlled, which 
cuts in and out whenever required to 
regulate temperatures, which in tum 
automatically operate the motor as re- 
quired for the heating of the build 
ings. He claims these motors are op- 
erated by a single electric circuit that 
carries the energy from one electric 
meter located in the basement of the 
complainant’s apartment. This meter 
also serves the electric equipment lo- 
cated in the complainant’s apartment. 
It is furthermore stated that beginning 
on April 30th and ending October Ist 
the heating system is not in operation, 
being out of operation during the 
months of May, June, July, August, 
and September. Tables are presented 
in the complaint indicating that during 
the nonheating season the amount of 
energy used in the complainant's 
apartment, which includes the energy 
used in the operation of the heating 
plants, is greater than during the heat- 
ing season. 

The complaint is, the defendant on 
December 12, 1939, demanded that 
the complainant install separate elec- 
tric meters for each of the five duplex 
heating plant motors, a meter to meas- § 
ure the energy furnished for the oper- 
ation of each of the one-eighth horse- 
power motors, and demanded that $1 
per month be paid for each meter and 
5 cents per kilowatt hour for the ener- 
gy taken through each of these meters 
up to 100 kilowatt hours each month 
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registered by each meter. He claims 
the requirement is unreasonable and 
will require him to pay $60 per year 
for a fractional kilowatt demand 
equivalent to nearly $64 per year as a 
minimum for a kilowatt demand, plus 
the rate of 5 cents per kilowatt hour 
for all energy consumed. He claims 
such requirement is in violation of 
§ 5189, Rev. Stats. Mo. 1929, which 
section, he states, requires that all 
charges for electric energy be just 
and reasonable. Complainant further 
states that the defendant supports such 
requirement by the rule it has filed in 
its schedule entitled “Rule 2,” reading, 

“The consumer agrees not to resell 
or sublet to others any of the energy 
contracted for except with the written 
consent of the company. The con- 


sumer shall not be permitted to utilize 
directly or indirectly said energy at 


other than the street number or prem- 
ises upon which the meter registering 
the consumption is located, except 
with the written consent of the com- 
pany.” 

He states the application of the rule 
as construed by the defendant and at- 
tempted to enforce, is unreasonable 
and void, that the rule attempts to 
make an excessive charge, that is not 
based on the cost of the service or the 
value of the service received by the 
complainant, and that the rule on its 
face permits defendant to make special 
arrangements by consenting in writing 
§ without such written consent being 
filed with the Commission nor open 
to public inspection, and furthermore, 
the rule permits the defendant to apply 
or ignore said rule as it sees fit and 
hence is preferential and discrimina- 
tory and by its terms does not operate 
against all alike. 
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Complainant further claims the re- 
quirement of the defendant that a 
separate meter be installed at each 
street address and that a separate 
minimum and primary rate be paid for 
each motor is discriminatory against 
complainant, as other customers are 
not required to use separate meters 
and to pay primary rates at each street 
address. Complainant asks that the 
defendant be required to disclose the 
precise facts relating to the service 
furnished to buildings or properties 
where energy is resold at a street 
address different than that where me- 
tered, and further asks that Rule 2 
be declared void and of no effect, but 
if found valid that it be found that the 
rule does not apply to the complainant 
in this case, and that defendant be re- 
quired to continue the rendition of 
service as heretofore rendered. 


The evidence shows that the de- 
fendant is furnishing service to some 
of its customers, such as the Sheffield 
Steel Company and the Plaza build- 
ing, and possibly others, through one 
meter, but the energy so received is 
delivered by the customer to different 
buildings or to different occupants 
within the customer’s building. It 
is contended by the complainant that 
he is entitled to receive service similar- 
ly through one meter for his use at 
his premises. The defendant takes the 
position that it is not violating its 
schedule for furnishing service in such 
manner and continues to claim that it 
is not discriminating against the com- 
plainant in its effort to require him to 
take the service through a meter in- 
stalled for each building. That is the 
issue in this case. There is no com- 
plaint against the rates provided for 
in each schedule, but that the defend- 
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ant is not applying a schedule under 
similar conditions to all customers 
alike. 

The motors operated by the com- 
plainant, one-eighth horsepower, are so 
small that it may appear trivial to not 
allow him to take the service through 
one meter. The five motors in the five 
buildings if all operated at the same 
time would produce five-eighths horse- 
power motor load, which is small, and 
the schedule itself provides that the 
minimum load to be taken into account 
under the schedule is one kilowatt ; the 
cumulated load of the motors is 
around one-half kilowatt. 

[1] But looking further into the 
matter that is before the Commission, 
the principle upon which schedules are 
built must be taken into account. 
In order to properly design schedules 
the customers must be classified. As 


the number of different uses made of 
the service by the customers increases 
it is necessary to increase the number 
of classifications and make provisions 
for taking into account those varia- 
tions in order that the rates applied 
will be proper and not discriminatory. 


Generally speaking, the rates are 
classified as_ residential,, commercial 
lighting, commercial lighting and 
power combined, commercial power, 
industrial power, primary power, and 
municipal classifications. The rates 
are then designed to properly compen- 
sate the utility for the service fur- 
nished the customer under each classi- 
fication. There should be no unduly 
preferential charges between custom- 
ers of a given class, and the customers 
in one class should not be served at 
the expense of the customers in other 
classes. It does not properly answer 
the complaint to say that the customer 
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in one classification is paying more or 
less than a customer in another classi. 
fication. The first comparison mus 
be made between customers of each 
classification and then determine if 
the customers as a whole under ore 
classification are being discriminated 
against by the rates charged customers 
as a whole of another classification, 
Individual cases can be found that if 
used alone in determining an_ issue 
may lead to a false finding. 

[2, 3] In the present case the service 
furnished is used in buildings devoted 
exclusively to residential purposes. It 
so happens that the occupants of the 
various apartments do not own the 
quarters in which they reside, but are 
tenants in buildings operated by the 
owner, and the service in question ap- 
proaches the commercial classification. 
The tenants themselves take the serv- 
ice under purely residential conditions 
and pay for it accordingly; each have 
their own meter. The complainant 
takes the service he uses in his apart- 
ment. That is purely residential serv- 
ice. Through this same meter he re- 
ceives his service he also receives elec- 
tric energy for the operation of the 
heating plants located in the basements 
of each building, and that service 
would, if the classification on the serv- 
ice were finely divided, be purely 
commercial service. If the classifica- 
tions were made to the extent that 
each were classified as commercial 
service, then the defendant’s ate 
schedules should be further designed 
to contain provisions for properly 
classifying and charging the proper 
rate for that service. 

As mentioned above, the amount § 
of energy taken during the nonheat- 
ing season, 472 kilowatt hours pef 
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month, is greater than the amount 
taken during the heating season, 357 
kilowatt hours per month. It is evi- 
dent that the complainant makes great- 
er use of the energy purchased 
through the one meter in his residence 
apartment than is used to operate the 
five small motors. It is shown that 
he has in his residence an air-condi- 
tioning machine and during the month 
of August, 1939, he used 1,092 kilo- 
watt hours through that meter. The 
number of kilowatt hours used per 
month varied from 184 in June, 1939, 
to 1,092 in August, 1939. Possibly 
the June bill was rendered for service 
furnished during the month of May 
when the heating plant was not in op- 
eration and before the air-condition- 
ing plant was in use. That, however, 
is merely speculation. It is not pos- 
sible to determine from the evidence 
how many kilowatt hours are used in 
the apartment and how many are used 
for the operation of the heating plants 
and lighting the basements in which 
the heating plants are located. It is 
understood there is a small light in 
the basements. 


It is common knowledge that in 
some apartment buildings where all 
the apartments are in one building the 
service for the operation of the heat- 
ing plant is taken through one meter. 
But in the present case five buildings 
located on adjoining real estate are 
cumulated under one ownership. Such 
an arrangement does not justify the 
violation of common practice on the 
part of the utility in furnishing the 
service. If the five buildings were 
owned by five different parties it 
would not be permissible at all to allow 
the energy to be taken cumulatively 
through one meter. Each, if not tak- 
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en in connection with the residence 
service, would have to be served 
through a commercial classification. 
So to require the utility to furnish 
the service as the complainant desires 
would create a preferential condition 
that, while very small in the present 
case, would create a discriminatory 
condition under which service may be 
secured. 

It should not be overlooked that the 
complainant is securing service under 
another condition that is preferential, 
that being he can charge up the first 
100 kilowatt hours taken to either 
residential service or to the heating 
plant service and he would then be 
securing all of his service for his own 
apartment or the heating plants at 24 
cents per kilowatt hour, which would 
be a preferential condition when com- 
pared to other customers of the same 
classification. It does not appear the 
utility is seriously objecting to that 
particular condition. 

In a case before the supreme court 
of Georgia, Carmichael v. Atlanta 
Gas-Light Co. (1937) 185 Ga 34, 22 
PUR(NS) 170, 193 SE 896, it was 
held that the Atlanta Gas-Light Com- 
pany should be permitted to install a 
gas meter for each apartment build- 
ing. The complainant in that case 
asked that the Commission be en- 
joined from enforcing a rule by which 
he was required to take gas service for 
use in two apartment buildings. The 
plaintiff resided in one of the four 
apartments in one building owned by 
him, and owned an adjacent 2-apart- 
ment building. He had a contract 
with the gas company for space and 
water heating in the building in which 
he resided and supplied gas to the sec- 
ond building through the same meter 
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serving the building in which he re- 
sided. The gas company required that 
he take the service for the two build- 
ings through separate meters. The 
supreme court affirmed the ruling of 
the Commission. 

Answering the complainant that the 
defendant is furnishing service to the 
Sheffield Steel Company and for use 
in the Plaza building through one 
meter wherein there are a number of 
occupants in the building in which the 
service is used, further definition of 
what comprises a customer should be 
made. The Sheffield Steel Company 
is Classified as an industrial customer. 
This is one industry and because of its 
magnitude doubtless distributes the 
energy throughout the _ buildings. 
The rate schedule applied to that serv- 
ice takes into account the conditions 
under which the service is taken and 
The load is 


used by the customer. 
large and the meter installed to meas- 
ure the service rendered takes into ac- 
count the size of the load as well as 
the amount of energy furnished by the 


defendant. The schedule is so de- 
signed to properly compensate the de- 
fendant for that service rendered. 
The service furnished the Plaza build- 
ing is furnished on a purely commer- 
cial classification and the size of the 
load is such that a demand meter is 
installed to measure the size of the 
load or an estimated demand is used 
in billing for the service. The sched- 
ule applied to that service takes those 
factors into account and it is designed 
to compensate the defendant for the 
service so rendered. 

The complainant is furnished a 
mixed class of service, both residential 
and commercial combined through one 
meter, and as taken cannot be classi- 
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fied as either commercial or residential 
service. There is no classification to 
fit it. It is a combination of one unit 
of residential service combined with 
four or five units of commercial sery. 
ice and the customer unit must not be 
lost sight of in the various combina. 
tions that are possible to take by a 
customer, particularly in a large city 
where the variations of the customers’ 
uses are many. 

It so happens that the load taken 
by each motor and possibly one light 
in the basements of the apartments js 
so small when combined it will not 
amount to the minimum of one kilo- 
watt, which is provided as the billing 
demand for commercial customers. 
There are doubtless many customers 
in Kansas City, such as offices that do 
not require one kilowatt of the sys- 
tem’s capacity to serve. But there 
must be a limit to the minimum size of 
the load used for billing purposes; oth- 
erwise the customer would require the 
utility to furnish service under the 
usual form of schedule which would 
not compensate the utility for the 
service furnished. In other words, 
the demand is so small and the mini- 
mum kilowatt hours so small that a 
schedule designed on either the size 
of the load or the number of kilowatt 
hours taken basis, or a combination of 
them, would not compensate the de- 
fendant for the expense incurred in 
extending service to the customer. It 
so happens that the complainant is re 
ceiving four or five units of customer 
service and is only paying on the basis 
of one. 

After duly considering all the evi- 
dence presented herein, the Commis 
sion finds that the complaint should 
be dismissed. 
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UNITED STATES DISTRICT COURT, S. D. NEW YORK 


Re Community Power & Light Company 


(33 F Supp 901.) 


Intercorporate relations, § 19.8 — Simplification plan — Consideration of ob- 
jections — Parties withdrawing. 


1. The court, in passing upon an application by the Securities and Ex- 
change Commission to enforce and carry out a plan of corporate simplifi- 
cation pursuant to § 11(b) of the Holding Company Act, cannot and will 
not ignore its responsibility to pass upon objections which have been sug- 
gested by counsel who appeared and then withdrew from the proceeding, 
p. 140. 


Intercorporate relations, § 5 — Jurisdiction of court — Holding Company Act 
— Approval of corporate simplification plan. 

2. The Federal district court has jurisdiction of a holding company and 
the subject matter in a proceeding by the Securities and Exchange Com- 
mission, pursuant to § 11(e) of the Holding Company Act, to enforce and 
carry out a plan for corporate simplification of the holding company, after 
approval by the Commission and the expiration of the time within which 
an appeal from the Commission approval order might be taken, where by 
the terms of the plan itself its effectiveness is dependent upon approval by 
a Federal court as well as the Commission, p. 141. 


Intercorporate relations, § 5.2 — Powers of Congress — Holding company — 
Interstate commerce. 

3. Section 11 of the Holding Company Act is not invalid on the ground 
that it is not an exercise of the congressional power over interstate com- 
merce, since that section does not apply to all holding companies but only 
to registered holding companies under § 5 of the act, and registration is 
obligatory only for those holding companies which engage in certain 
specified types of transactions in interstate commerce, p. 149. 


Interstate commerce, § 84 — Transactions of holding company — Operations of 
subsidiaries. 


4. A registered holding company is not exempt from regulation by Con- 
gress under the commerce clause because it is simply a holding company 
collecting dividends and interest from its investments, in no reasonable 
sense engaged in interstate commerce, where certain subsidiaries transmit 
and own and operate utility assets for the transmission of electric energy 
in interstate commerce within the meaning of Clause (1) of § 4(a) of the 
act; that the interstate commerce is conducted through the subsidiary com- 
= rather than by the holding company itself is of no moment, p. 
50. 


Interstate commerce, § 84 — Holding company regulation — Corporate simplifi- 
cation. 
5. The application of subsections (b) (2) and (e) of § 11 of the Holding 
Company Act are clearly within the power of Congress under the com- 
merce clause in the case of a holding company engaged in interstate com- 
merce through the instrumentality of its subsidiaries, p. 151. 
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Interstate commerce, § 1 — Powers of Congress. 


6. The power of Congress over interstate commerce is, subject to the 
limitations of the Bill of Rights, plenary and sovereign and is not limited 
to such commerce itself but extends to every instrumentality or agency by 
which it is carried on and to the persons engaged in it, p. 151. 


Interstate commerce, § 1 — Powers of Congress — Police power. 


7. Congress possesses, within the field of interstate commerce, a police pov. 
er to promote the general welfare akin to that of the states in the realm of 
their domestic affairs, and Congress may therefore enact legislation to 
foster, protect, and control interstate commerce with appropriate regard to 
the welfare of those who are immediately concerned as well as the public 
at large and to promote its growth and insure its safety, p. 151. 


Interstate commerce, § 1 — Powers of Congress — Public relationship to corpo. 
ration. 


8. Congress has power in the regulation of interstate commerce to provide 
for the security of the people in their relationships to corporations engaged 
in such commerce, p. 151. 


Intercorporate relations, § 5.1 — Holding company regulation — Validity of act 
— Corporate simplification. 
9. The Holding Company Act, in providing a means of corporate simplifi- 
cation for registered holding companies pursuant to § 11, is not arbitrary 
and capricious, p. 153. 


Intercorporate relations, § 19.7 — Holding company regulation — Corporate 
simplification. 
10. A plan for corporate simplification of a holding company is within 
§ 11(b) (2) of the Holding Company Act, as against a contention that the 
corporate structure of the company is not complicated and does not u- 
fairly and inequitably distribute voting rights, where dividends have not 
been declared because earnings were required to meet debt obligations and 
to pay for improvements, the company is without credit because of unpaid 
and undeclared dividends on preferred stock, and assignments and agree- 
ments without maturity constitute perpetual debentures, which, unless the 
plan is consummated or the arrearages on preferred stock are paid, cannot 


but contribute to the inability of the company to function normally, p. 
153. 


Intercorporate relations, § 19.7 — Holding company regulation — Corporate 
simplification. 
11. Complexity, within the meaning of § 11(b) (2) of.the Holding Com- 
pany Act, is not a matter to be determined merely by counting the classes 
of securities outstanding, but a corporate structure is unduly and unneces- 
sarily complicated when it prevents the corporation involved from perforn- 
ing its functions, p. 153. 


Corporations, § 18 — Voting power distribution — Holding companies. 


12. Voting rights of a holding company are unfairly distributed, within the 
meaning of § 11(b) (2) of the Holding Company Act, when outstanding 
common stock is valueless on the basis of adjusted book value and on an 
earning basis have but a 5 per cent interest in the company, while this class 
of stock presently controls the company through a preponderance of voting 
strength, p. 153. 
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RE COMMUNITY POWER & LIGHT CO. 


Intercorporate relations, § 5.1 — Holding company regulation — Validity of act 
— Contractual rights — Corporate simplification. 

13. Subsections (b) (2) and (e) of § 11 of the Holding Company Act 
are not unconstitutional in that they would abrogate vested contractual 
rights given by state law, in their application to a proceedings to enforce 
and carry out a plan for corporate simplification of a holding company in- 
volving a change in voting power of stockholders and a rearrangement of 
stock, p. 153. 


Constitutional law, § 24 — Impairment of contract rights — Powers of Congress. 
14. Congress, in the exercise of its powers under the Constitution, may 
properly enact legislation which has the effect of impairing or even abrogat- 
ing existing contract rights, p. 153. 


Intercorporate relations, § 5.1 — Power to regulate holding company — Interfer- 
ence with state rights — Corporate simplification — Changes in rights 
of stockholders. 

15. Sections 11(b) (2) and 11(e) of the Holding Company Act, in their 
application to a plan of corporate simplification involving changes in rights 
of shareholders, do not violate the Tenth Amendment of the Federal Con- 
stitution, even assuming that the state of incorporation prohibits its corpo- 
rations from amending their charters so as to substitute some other right 
for that of preferred shareholders to accrued unpaid and undeclared divi- 
dends, p. 154. 


Interstate commerce, § 1 — Powers of Congress — State laws. 


16. Congress is not fettered in the regulation of the instrumentalities of in- 
terstate commerce by state law, p. 154. 


Constitutional law, § 15 — Deprivation of property — Direct appropriation. 
17. The proscription by the Fifth Amendment of the Federal Constitution 
of the deprivation of property without due process of law applies only to 
direct appropriation, p. 156. 


Intercorporate relations, § 5.1 — Holding company regulation — Corporate 
simplification — Confiscation. 
18. No taking of property, within the meaning of the Fifth Amendment of 
the Federal Constitution, is involved in a proceeding to enforce and carry 
out a plan for corporate simplification of a holding company pursuant to 
§§ 11(b) (2) and 11(e) of the Holding Company Act, under which plan 
rights of stockholders are changed, p. 156. 


Intercorporate relations, § 19.7 — Holding company regulation — Corporate 
simplification — Rights between stockholders. 
19. Sections 11(b) (2) and 11(e) of the Holding Company Act authorize 
a plan of corporate simplification altering the rights of stockholders inter 
sese, p. 156. 


Intercorporate relations, § 5 — Powers of court — Holding companies — Corpo- 
rate simplification. 

20. Section 11(e) of the Holding Company Act gives a Federal district 
court jurisdiction over the corporation and its assets to the extent neces- 
sary to enforce and carry out a plan for corporate simplification, and such 
jurisdiction is manifestly sufficient to work a readjustment of the rights of 
security holders; jurisdiction over the corporation carries with it ju- 
risdiction over the corporate charter, which is the source and main- 
spring of shareholders’ rights, p. 156. 
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Constitutional law, § 7 — Presumption as to constitutionality. 


21. The constitutionality of the Holding Company Act is buttressed by: 
presumption to be overcome only when the unconstitutionality exists beyond 


a rational doubt, p. 157. 


Intercorporate relations, § 5.1 — Validity of Holding Company Act — Judicial 


decisions. 


Discussion by Federal court concerning obiter dicta on the constitutionality 
of the provisions of the Holding Company Act contained in Burco v. Whit 
worth (1936) 14 PUR(NS) 495, 81 F(2d) 721, in the light of the later 
determination of the Supreme Court in Electric Bond & Share Co. y, 
Securities and Exchange Commission (1938) 303 US 419, 82 L ed 936 
22°-PUR(NS) 465, 58 S Ct 678, p. 151. 


[June 15, 1940.] 


,  gomamaad by the Securities and Exchange Commission at 
the request of a registered holding company for an order 
pursuant to § 11(e) of the Holding Company Act to enforce 
and carry out the terms and provisions of a plan of corporate 
simplification; application granted. For decision by Securities 
and Exchange Commission, see 32 PUR(NS) 149. 


APPEARANCES: Chester T. Lane, 
General Counsel, and Lawrence S. 
Lesser, Frank J. Gillis, and F. Arnold 
Daum, all of Washington, D. C., for 
Securities and Exchange Commis- 
sion; Albridge C. Smith and Prescott 
R. Andrews, both of New York city, 
for Community Power and Light Co. 


Huteert, D. J.: This is an appli- 
cation by the Securities and Exchange 
Commission made at the request of 
Community Power and Light Com- 
pany (hereinafter called “the com- 
pany”) for an order pursuant to § 11 
(e) of the Public Utility Holding 
Company Act of 1935, 49 Stat. 822, 
USCT 15, § 79k(e), 15 USCA § 79k 
{e). 

The company is a Delaware corpo- 
ration and a holding company as de- 
fined by § 2(a) (7) (A) of the act, 
15 USCA § 79b(a) (7) (A), and has 
its principal executive offices in the 
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borough of Manhattan, city of New 
York. 

The company owns, controls, and 
holds with power to vote all of the out: 
standing voting securities of the fol- 
lowing public utility companies: Ar- 
kansas Utilities Company ; the Kansas 
Utilities Company, Missouri Utilities 
Company, and Texas New Mexico 
Utilities Company. The company al- 
so owns, controls, and holds with 
power to vote more than 60 per cent 
of the outstanding voting securities of 
General Public Utilities, Inc., a Flori- 
da corporation with its principal exec- 
utive offices in Jersey City, N. J. The 
latter is not only a public utility com- 
pany but is also a holding company 
since it owns, controls, and holds with 
power to vote all of the voting secuti- 
ties of the following public utility com- 
panies: Dakota Power Company, 
Gothenberg Light and Power Cont 
pany, Gulf Public Service Company, 
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Nebraska Light and Power Company, 
Southwestern Public Service Compa- 
ny, Arizona Electric Power Company, 
Flagstaff Electric Light Company, and 
Holbrook Light and Power Company. 

The public utility companies in the 
company’s holding company system 
operate in the states of Kansas, Mis- 
souri, Arkansas, Texas, New Mexico, 
South Dakota, Nebraska, Louisiana, 
and Arizona. 

On December 1, 1935, the company 
registered with the Commission under 
§ 5 of the act, 15 USCA § 79e, and 
thereby became a “registered holding 
company” as that term is used in § 11 
(e) thereof. 

On or about January 13, 1938, the 
company filed with the Securities and 
Exchange Commission an application 
under the act for a report on a plan of 
recapitalization to modify its capital 
structure, adjust arrearages in pre- 
ferred stock dividends, and reduce pre- 
ferred dividend requirements. Hear- 
ings were had on said plan before an 
officer of the Securities and Exchange 
Commission on February 23 and 24, 
1938. Subsequent to said hearings, but 
prior to any determination by the Se- 
curities and Exchange Commission 
with respect to said plan of recapitali- 
zation, the company filed certain 
amendments thereto and hearings 
were again held on said plan, as so 
amended, on March 13, 14, 15, and 
16, 1939. Subsequent to said hear- 
ings, but prior to any determination 
by the Securities and Exchange Com- 
mission with respect to said plan as so 
amended, the company filed an appli- 
cation pursuant to § 11(e) of the act 
asking the Commission to approve a 
plan of corporate simplification 
(hereinafter called the “plan”) as fair 
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and equitable and necessary to effectu- 
ate the provisions of § 11(b) of the 
act. 

The Commission on August 7, 
1939, issued a notice of and order for 
hearing with regard to such plan, 
which notice was published in the Fed- 
eral Register on August 9, 1939, and 
the company sent by mail, to each of 
its security holders a copy of a notice, 
which set forth details of the plan and 
the date and place of the hearing to 
be held with regard to such plan. 

On September 6, 1939, a hearing on 
the plan was held pursuant to such no- 
tice before a duly appointed officer of 
the Commission. At such hearing the 
company appeared and presented evi- 
dence in support of the fairness of 
the plan. No security holder or other 
person appeared at such hearing in 
opposition to the plan. 

On November 18, 1939, the Com- 
mission approved the plan and en- 
tered its findings and opinion and or- 
der. (32 PUR(NS) 149.) At the 
same time, the Commission issued its 
report on the plan as requested by the 
company. This report was sent to the 
preferred and common stockholders in 
connection with the solicitation of as- 
sents to the plan. Thereafter, the 
company gave notice to and solicited 
proxies of the common and preferred 
stockholders for a stockholders’ meet- 
ing which was held in Wilmington, 
Delaware, on January 12, 1940. At 
this meeting the plan was approved by 
more than two-thirds of the preferred 
stockholders and by more than a ma- 
jority of the common stockholders. 
Certain of the minority stockholders,. 
both preferred and common, objected! 
to the plan and voted against its ap~ 
proval. 
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On or about March 18, 1940, the 
Commission, at the request of the 
company, made an application to this 
court, pursuant to the provisions of 
§ 11(e) of the act, to enforce and car- 
ry out the terms and provisions of 
the plan. 

On March 18, 1940, this court made 
its order which brought on the hear- 
ing of this application on April 25, 
1940. Notice of this proceeding, in 
the manner directed in said order, was 
given to those security holders of the 
company whom the plan affects. H. 
Vincent Smart, representing 112 
shares of common stock of the com- 
pany, appeared on the return day and 
an adjournment was taken to May 
11, 1940, to enable him to file a mem- 
orandum regarding the constitutional- 
ity of the Public Utility Holding Com- 
pany Act, and to cross-examine such 
officers of the company as he might 
give notice to the company, on or be- 
fore May 5, 1940, to produce on the 
adjourned date. Mr. Smart notified 
the court on May 1, 1940, that his 
client desired him to withdraw from 
the proceeding, but he submitted, nev- 
ertheless, a memorandum upon the 
law, together with a communication 
prepared by a person connected with 
his client, containing his comments 
upon the alleged unfairness of the plan 
and the enforcement thereof. 

There was also informally present- 
ed to the court, prior to May 1, 1940, 
a request from the attorney general of 
the state of Delaware for an adjourn- 
ment to enable him to determine 
whether he would seek permission to 
intervene. Before said adjourned date 
the court was advised informally that 
he did not intend to do so. A letter 
was also presented, at the adjourned 
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hearing on May 11, 1940, from How- 
ard Duane of Wilmington, Delaware, 
advising that he had been retained by 
a holder, since 1930, of 340 shares 
of first preferred stock, $6 dividend 
series of the company, and that an ac- 
tion had been brought by him, subse- 
quent to the institution of this proceed- 
ing, in a court of chancery of the state 
of Delaware in and for Newcastle 
county upon a bill for an injunction, 
which apparently is still pending, a 
motion to restrain and for a tempo- 
rary injunction pendente lite, howev- 
er, having heretofore been denied. 

[1] While, as has been stated, no 
one appeared in opposition to this ap- 
plication, the court cannot, and will 
not, ignore its responsibility to pass 
upon the objections which have been 
suggested by counsel who appeared 
and then withdrew from this proceed- 
ing. 

Section 11(b) of the act, 15 USCA 
§ 79k(b), so far as pertinent, pro- 
vides : 

“Tt shall be the duty of the Commis- 
sion, as soon as practicable after Jan- 
uary 1, 1938: 

(2) To require by order, after no- 
tice and opportunity for hearing, that 
each registered holding company, and 
each subsidiary company thereof, shall 
take such steps as the Commission 
shall find necessary to ensure that the 
corporate structure or continued exist- 
ence of any company in the holding 
company system does not unduly or 
unnecessarily complicate the structure, 
or unfairly or inequitably distribute 
voting power among security holders, 
of such holding company system. 


Section 11(e) of the act, 15 USCA 
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§ 79k(e), provides in part: “If, after 
notice and opportunity for hearing, the 
Commission shall find such plan, as 
submitted or as modified, necessary 
to effectuate the provisions of subsec- 
tion (b) and fair and equitable to the 
persons affected by such plan, the Com- 
mission shall make an order approving 
such plan; and the Commission, at the 
request of the company, may apply to 
a court, in accordance with the pro- 
visions of subsection (f) of § 18 [79r 
of this chapter], to enforce and carry 
out the terms and provisions of such 
plan.” 

[2] Section 24 of the act, 15 US 
CA § 79x, provides that any person 
or party aggrieved by an order issued 
by the Commission may obtain a re- 
view upon petition to the court of ap- 
peals of the United States within any 
circuit wherein such person resides or 
has his principal place of business, or 


in the United States court of appeals 


for the District of Columbia. Such 
appeal must be taken within sixty days 
after the entry of such order. No 
such appeal has been taken and the time 
so to do has long since expired. 
Subsection (f) of § 18, 15 USCA 
§ 79r (f), reads as follows: ‘“When- 
ever it shall appear to the Commission 
that any person is engaged or about to 
engage in any acts or practices which 
constitute or will constitute a viola- 
tion of the provisions of this title 
[chapter], or of any rule, regulation, 
or order thereunder, it may in its dis- 
cretion bring an action in the proper 
district court of the United States, the 
district court of the United States 
for the District of Columbia, or the 
United States courts of any territory 
or other place subject to the jurisdic- 
tion of the United States, to enjoin 
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such acts or practices and to enforce 
compliance with this title [chapter] 
or any rule, regulation, or order there- 
under, and upon a proper showing a 
permanent or temporary injunction or 
decree or restraining order shall be 
granted without bond. The Commis- 
sion may transmit such evidence as 
may be available concerning such acts 
or practices to the attorney general, 
who, in his discretion, may institute 
the appropriate criminal proceedings 
under this title [chapter].” 

The authority of the court under 
this section to approve the plan in ac- 
cordance with subsection (f) is chal- 
lenged but it would certainly defeat 
the intent of the Congress and the 
purpose of the act if the court lacks 
such power in view of the express lan- 
guage of § 11(e), 15 USCA § 79k 
(e) which reads: “If, upon any such 
application, the court, after notice and 
opportunity for hearing, shall approve 
such plan as fair and equitable and as 
appropriate to effectuate the provisions 
of § 11 [this section], the court as a 
court of equity may, to such extent 
as it deems necessary for the purpose 
of carrying out the terms and provi- 
sions of such plan, take exclusive 
jurisdiction and possession of the 
company or companies and the assets 
thereof, wherever located; and the 
court shall have jurisdiction to appoint 
a trustee, and the court may constitute 
and appoint the Commission as sole 
trustee, to hold or administer, under 
the direction of the court and in ac- 
cordance with the plan theretofore 
approved by the court and the Com- 
mission, the assets so possessed.” 

The officers of the company, be- 
cause of the pending suit in the chanc- 
ery court of Delaware, might refrain 
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from carrying out the plan without 
such a protective order as here applied 
for and of course the purpose of the 
plan approved by the Commission 
would thereby be defeated and the 
assets of the company possibly depre- 
ciated, if not, wasted. 

But § 25 of the act, 15 USCA 
§ 79y, providing for jurisdiction of 
offenses and suits, provides in part: 
“Any suit or action to enforce any lia- 
bility or duty created by, or to enjoin 
any violation of, this title [chapter] 
or rules, regulations, or orders there- 
under, may be brought in any such 
district or in the district wherein the 
defendant is an inhabitant or transacts 
business. Judgments and de- 
crees so rendered shall be subject to 
review as provided in §§ 128 and 240 
of the Judicial Code, as amended [US 
CA Title 28, §§ 225 and 347].” 

By the term of the plan itself its 
effectiveness is dependent upon ap- 
proval by a Federal court as well as 
the Commission. 

Consequently I hold that this court 
has jurisdiction of the company and 
the subject matter. 

I am further persuaded to this de- 
termination by an examination of the 
Report of the Senate Committee on 
Interstate Commerce, No. 621, 74th 
Congress, First Session. 


The Plan 


The plan contemplates the exchange 
of all of the preferred and common 
stock of the company now outstand- 
ing for new common stock. Each 
share of present Preferred Stock, to- 
gether with all accumulated unpaid 
dividends, will receive five shares of 
New Common stock. Each share of 
present common stock will receive 
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one and four-fifths shares of new 
common stock. The new shares of 
common stock are to have a par value 
of $10 each and will be entitled to one 
vote per share. 

Upon carrying out the proposed 
plan, the resulting distribution of 
new common stock will be as follows: 

Per 
Shares Cent 
To present preferred stockhold- 

ers (5 new shares for each 

of 68,962 present shares) ... 344,810 95.04 
To present common stockhold- 


ers (1% new shares for each 
of 10,000 present shares) ... 


18,000 4.96 
362,810 100.00 


The plan also provides that the “As- 
signments and Agreements” now out- 
standing in the face amount of $370,- 
523.84, may be redeemed by the com- 
pany at any time upon thirty days’ no- 
tice and upon payment at the rate of 
$100 for each $95 face amount out- 
standing. 

In connection with the consumma- 
tion of the plan, the company proposes 
to make various accounting entries 
which will have the effect of adjust- 
ing or eliminating certain accounts in 
the company’s balance sheet. These 
accounting entries are in accordance 
with the Securities and Exchange 
Commission’s Uniform System of 
Accounts for Public Utility Holding 
Companies; certain of the entries are 
required by the Uniform System, and 
the others are within the company’s 
discretion. 

The plan, by its terms, is to become 
effective if it secures not only the ap- 
proval of the Securities and Exchange 
Commission, but also that of the hold- 
ers of two-thirds of the preferred and 
a majority of the common stock, and 
of a Federal court upon application by 
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the Securities and Exchange Commis- 
sion pursuant to § 11(e) of the act. 

The contemplated procedure is as 
follows: If the approval of the Se- 
curities and Exchange Commission is 
secured, the plan will be submitted for 
the consideration of the stockholders. 
If approval is given by the specified 
majorities, the Commission is request- 
ed to apply to a Federal court to en- 
force and carry out the terms and pro- 
visions of the plan. If the plan is 
then approved by the court, it is to be 
consummated either (a) by amending 
the charter of the existing corporation, 
or (b) by organization of a new cor- 
poration which will take over all of 
the assets and assume all of the liabil- 
ities and obligations of the existing 
corporation. 

In the event that the existing cor- 
poration is to be used in the consum- 
mation of the proposed plan, the pres- 
ent certificate of incorporation will be 
so amended as to eliminate all provi- 
sions relating to the presently author- 
ized and outstanding first preferred 
and common stock and so as to author- 
ize the issuance of 500,000 shares of 
new common stock, each share having 
one vote and having a par value of 
$10. 

In the event that the proposed plan 
is consummated by the formation of 
a new corporation, such new corpora- 
tion will be organized under the laws 
of Delaware or such other state as may 
be determined by the board of di- 
rectors. It will have powers and pur- 
poses substantially similar to those 
possessed by the present corporation. 
The new corporation will have an au- 
thorized capital consisting of 500,000 
shares of common stock, each share 
having one vote and having a par value 
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of $10. Following the formation of 
such new corporation, all of the prop- 
erty now owned by Community Pow- 
er and Light Company will be sold, 
transferred and assigned to the new 
corporation, which will at the same 
time assume all of the liabilities and 
obligations of the present company in 
return for such an amount of common 
stock of the new company as will be 
necessary to consummate the proposed 
plan. This common stock will then be 
distributed in accordance with the pro- 
visions of the plan. 


Questions Presented by the Plan 


In order to approve the plan the act 
requires the Commission to find that 
the plan is necessary to effectuate the 
provisions of subsection (b) of § 11, 
which in turn requires it to find that 
the present corporate structure of the 
company is such that the Commission 
must take steps to insure that the com- 
pany’s corporate structure will not un- 
duly or unnecessarily complicate the 
structure of the holding company sys- 
tem and to insure that the voting pow- 
er is not unfairly or inequitably dis- 
tributed among security holders. and 
that the plan is fair and equitable to 
the persons affected by it. 

All of the proceedings before the 
Commission were introduced upon the 
hearing before, and received in evi- 
dence by me. 

In the findings and opinion of the 
Commission it found: 

1. That the corporate structure of 
the company was unduly and unneces- 
sarily complicated and that the com- 
plications in the corporate structure 
of the company rendered the corpo- 
rate structure of the holding company 
system, of which the company is a 
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part, unduly and unnecessarily compli- 
cated, contrary to the standards of 
§ 11(b) of the act; 

2. That the voting power was un- 
fairly and inequitably distributed ; 

3. That the plan was necessary to 
effectuate the provisions of subsection 
(b) (2) of § 11 of the act; 

4. That the modification in the 
terms of the assignments and agree- 
ments was necessary to eliminate com- 
plications in the company’s corporate 
structure ; 

5. That the plan was fair and equi- 
table to both classes of stockholders; 

6. That the modification in the 
terms of the assignments and agree- 
ments was fair to the holders there- 
of, and 

7. That there was nothing in the 
proposed accounting transactions 
tending to make the plan unfair or 
not in compliance with the act. 


Present Financial Condition of 
the Company 


Since 1931, the company and its 
subsidiaries, including General Public 
Utilities, Inc., have been short of 


working capital. Such cash as the 
system had was used to pay principal 
and interest on certain bank loans, in- 
terest on the assignments and agree- 
ments, and for construction purposes 
and hence could not be used for divi- 
dends on the preferred stock. As the 
dividends on the preferred stock ac- 
cumulated it became more difficult for 
the company or its subsidiaries to sell 
securities to obtain the much needed 
additional capital. 

From 1927 to 1931, the company 
paid regular dividends on its preferred 
and common stocks. 

In every year from 1927 to 1930, 
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amounts earned. 

In the period from 1932 to 1938, 
inclusive, the total net cash in the sys- 
tem, not including General Public Util- 
ities, Inc., amounted to approximately 
$5,054,608, and in the same period 
the following disbursements were 
made: (1) Payments of principal on 
bank debt, $1,775,000; (2) interest 
on bank debt, $337,782; (3) interest 
on assignments and agreements, $294. 
704; (4) construction, $2,928,341. 
or a total of $5,335,627, leaving a cash 
deficit for the period of $281,219, 

The bank loan, which cost the com- 
pany more than $2,100,000 from 1931 
to 1938 in principal and interest, was 
originally incurred by the company 
at the instance of its then parent com- 
pany, American Community Power 
Company (hereinafter called “Amer- 
ican’). 

On September 8, 1931, the Ameri- 
can, which then controlled the com- 
pany, caused it to issue a 6 per cent 
demand note in the amount of $1,500,- 
000 in consideration of the payment 
of $500,000 in cash by American to 
the company and the assignment to 
the company of a note in the face 
amount of $1,000,000, payable to 
American by General Public Utilities, 
Inc.’s predecessor. 

As of the same date, American bor- 
rowed $1,500,000 from The Chase 
National Bank of The City of New 
York (hereinafter called ‘“Chase”) 
and executed and delivered a 6 per 
cent collateral note for six months in 
that amount. As security, American 
turned over to Chase, the company’s 
note to it for $1,500,000 and, as ad- 
ditional collateral, American Common- 
wealths Power Corporation (Del.) 


paid exceeded the 
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the parent of American (hereinafter 
called “Commonwealths”), deposited 
50,000 shares of the common stock of 
American, which was all of that com- 
pany’s outstanding stock. 

As a part of the transaction, it was 
agreed by American that its note to 
Chase would mature upon (1) the 
nonpayment of an $1,800,000 issue 
of notes of American, which were due 
November 1, 1931, or (2) upon the 
nonpayment of the $4,000,000 issue 
of secured notes of General Public 
Utilities, Inc.’s predecessor, due De- 
cember 1, 1931. 

Neither of these obligations was 
paid at maturity. 

To obtain a waiver from Chase of 
defauit on American’s note it caused 
the company to pledge additional col- 
lateral as security for its note. The 


additional collateral so pledged was 
all of the common stock of the pred- 


ecessor of Texas-New Mexico Util- 
ities Company and $1,800,000 of notes 
of General Public Utilities, Inc.’s 
predecessor. 

Receivers were appointed for Am- 
erican by the chancery court of Dela- 
ware on Dec. 31, 1931, and on Feb. 
15, 1932, the company executed a col- 
lateral agreement with Chase under the 
terms of which the note of the com- 
pany was extended to May 1, 1932, 
and the company recognized Chase as 
the holder of its note in due course and 
agreed to pay interest and principal 
of such note when due. 

The note to Chase was finally liqui- 
dated, after periodic extensions, on 
March 27, 1936, as a result of funds 
borrowed from the Empire Trust 
Company and from the Continental 
Bank & Trust Company, both of New 
York city. The principal of the notes 
[10] 
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to these two banks was reduced until 
as of June 30, 1939, only $150,000 
was due to the Continental Bank & 
Trust Company. This has now been 
paid from the proceeds of a loan se- 
cured from the Reconstruction Fi- 
nance Corporation. 

Because of the conduct of its form- 
er parent companies, the company was 
also required to issue certain “As- 
signments and Agreements” although 
it received no cash return therefrom. 

During 1931, Commonwealths 
caused employees and officers of the 
operating subsidiaries of the company 
to sell shares of its $6.24 preferred 
stock and shares of the prior preferred 
stock of American Commonwealths 
Power Corporation, New Jersey, in 
the territory served by such operating 
subsidiaries. None of the proceeds of 
these sales went to the company or to 
any of its subsidiaries. 

In order to avoid litigation and re- 
tain the good will of the customers of 
their subsidiaries, the company offered 
to take up the preferred stock that had 
been so sold at the instance of Com- 
monwealths (Del.). This transaction 
was evidenced by an assignment to the 
company of any claim which such pre- 
ferred stockholders of Common- 
wealths (NJ) may have had in the 
premises. In turn, the company 
agreed to pay to the holder of such 
preferred stock $6.24 per annum for 
each $100 face amount of prior pre- 
ferred stock (which had been sold for 
$95). These obligations have no due 
date, but are exchangeable at the op- 
tion of the company for its junior pre- 
ferred stock, provided there are no 
arrears of dividends on the first pre- 
ferred stock. The company has nev- 
er, because of said dividend arrears, 
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been in a position to exercise its right 
to issue preferred stock in settlement 
of these agreements. 

During the period from 1931 to 
1938, the interest on the assignments 
and agreements amounted to $294,- 
704. This amount was paid by the 
company with no cash return to it and 
to that extent utilized cash which 
would otherwise have been available 
for dividends on the first preferred 
stock. 

It appears that the cash entering the 
system through normal business oper- 
ations was not sufficient to meet the 
cash requirements of the system, in- 
cluding construction. During the 
same period it has been impossible for 
the subsidiary companies to take care 
of their own construction for addi- 
tions and extensions through the sale 
of new securities. 

The trust indenture, under which the 
$14,000,000 principal amount of the 
company’s first mortgage collateral 
trust gold bonds are issued, provides 
that all securities of the direct operat- 
ing subsidiaries owned by the company 
are to be pledged with the trustees. 
The company covenanted that it would 
not permit the subsidiaries to issue any 
additional securities unless such se- 
curities were also pledged with the 
trustees. This provision prevented 
sale of securities to anyone except the 
company and that company was not 
in a cash position to put any additional 
money in the operating properties. 

General Public Utilities, Inc., has a 
similar provision in the trust indenture 
securing its first mortgage and collat- 
eral trust 63 per cent bonds. Its sub- 
sidiaries are thus unable to sell se- 
curities to finance their own exten- 
sions and additions. General Public 
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Utilities, Inc., is not in a cash posi- 
tion to put additional funds into its 
subsidiaries, and, as has been stated, 
the company cannot advance money 
to General Public Utilities, Inc., s0 
that company may aid its subsidiaries, 

Temporary respite from this situa- 
tion was secured by the company in 
May, 1939, through the medium of a 
Reconstruction Finance Corporation 
loan of $1,350,000. Of this amount, 
$1,250,000 is to be used by the Mis- 
souri Utilities Company, the Kansas 
Utilities Company, and the Texas- 
New Mexico Utilities Company for 
construction of additions and exten- 
sions in the territory served by such 
companies. The remaining $100,000 
to be used by the company, together 
with funds of its own, to pay off the 
bank loans previously mentioned. 

Under the terms of the loan agree- 
ment the company is presently restrict- 
ed while the loan is outstanding to a 
maximum annual dividend of 50 cents 
per share on the new common stock, 
or a total annual dividend payment of 
not over $181,405. 


Fairness of the Plan 


The Commission found that (32 
PUR(NS) 149, 157): 

“The most obvious question of fair- 
ness is the allocation of securities be- 
tween the present preferred and com- 
mon stockholders. Unless their pres- 
ent interests in the Company corre- 
spond to the proposed 95 to 5 distribu- 
tion, the plan may be said to be unfair 
in the absence of offsetting considera- 
tions. On the other hand, it is to be 
recognized that such relationships can- 
not be measured with precision. 

“The usual methods for determin- 
ing the fairness of a reallocation of se- 
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curities require consideration of the 
values presently available for each 
class. On the basis of book values, as 
determined by the latest balance sheet, 
there would appear to be an excess of 
value available for the common stock, 
which might be used as a basis for 
some recognition. However, as point- 
ed out above, values on the balance 
sheet include items which ought not 
to be there and which it is now pro- 
posed to eliminate. When these elim- 
inations are made, the margin appar- 
ently available for the common stock 
disappears. 

“This, however, is not conclusive 
as to the right of the common stock 
to participation. At the present time 
the corporate earnings exceed the pre- 
ferred dividend requirement and the 
forecasts of future earnings point to 
a still further improvement. It may 
be assumed, therefore, that although 


it will take many years before the pres- 
ent common stock can hope for a re- 
turn, especially in view of the crip- 
pling effect of the present capital struc- 
ture, nevertheless there is an eventual 
prospect which must be regarded as 


having a present value. If the com- 
pany were in a position to pay out 
all of its corporate net income in the 
form of dividends, the common stock- 
holders might, on the basis of the pres- 
ent level of earnings, expect some re- 
turn after approximately ten years. 
However, according to the company’s 
management the system must conserve 
its cash for improvements, replace- 
ments, and betterments, and as point- 
ed out above, the loan agreement with 
the Reconstruction Finance Corpora- 
tion limits dividend payments so long 
as that loan is outstanding unless that 
corporation’s consent is obtained to 
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any proposed increase in dividend 
payments. Nevertheless, the possibil- 
ity that there may eventually be divi- 
dends available for the common stock 
is such that we cannot say that the 
common stock has no value, and we 
therefore believe that it is entitled to 
some participation in the company. 

“We have frequently said that for 
reorganization purposes earning pow- 
er rather than the book value of as- 
sets is the best test of value. Re Gene- 
see Valley Gas Co. (1938) 3 SEC 
104; Re Utilities Power & Light Corp. 
(1939) 29 F Supp 763, 5 SEC 483. 
In the present case it is unnecessary to 
attempt to appraise the exact value of 
the common stock of community. 
It is evident from the income figures, 
as previously set forth above, that 
there is some excess of earnings over 
present preferred dividend require- 
ments. We therefore believe that 
some value remains for the common 
stock. Under circumstances where a 
larger participation was being given to 
common stock, we might be required 
to evaluate more precisely the equity 
for such common stock. On the other 
hand, the fact that there appears to be 
no prospect of dividends being paid 
on the common stock for many years 
indicates that any participation being 
given to that class of stock must nec- 
essarily be slight. Under all the cir- 
cumstances of the present case and up- 
on consideration of the entire record, 
we are of the opinion that the proposed 
allocation is reasonable. 

“It may be argued that whatever 
value exists for the common stock is 
presently subordinated to the claims 
of the preferred stockholders, where- 
as the plan proposes to place both on 
a parity so far as the future is con- 
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cerned. In the present case such a 
contention seems unreal. Any at- 
tempt to give the preferred stockhold- 
ers for their overwhelming interest 
securities senior in rank to those is- 
sued to the holders of common stock 
would produce a useless complexity 
without substantially affecting the re- 
sult. The interest of the present com- 
mon stockholders is so small as in no 
event to warrant the issuance of more 
than one class of securities. 

“Tt follows from the foregoing that 
the vesting of the preferred stockhold- 
ers with 95 per cent of the voting pow- 
er is consistent with the respective in- 
terests of the two classes of stock and 
we find the plan fair and equitable to 
both classes of stockholders. 


“As we have pointed out, the modi- 
fication in the terms of the assignments 
and agreements is in substance merely 
incidental to the simplification of the 


company’s corporate structure. Since 
no real change is made in the rights 
of the holders of assignments and 
agreements, and since they will con- 
tinue to receive interest at the same 
rate unless and until the company is 
able to redeem their securities at the 
full price, we find that the proposed 
alteration in the terms of these docu- 
ments is fair to the holders thereof.” 


Necessity for Plan 


The Commission found (32 PUR 
(NS) at p. 156): 

ees With huge preferred 
stock arrearages which, because 
of the terms of the Reconstruc- 
tion Finance Corporation’s loan here- 
tofore mentioned, will increase for the 
present rather than diminish, and in 
view of the fact that the assignments 
and agreements now outstanding can- 
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not be called unless converted into 
junior preferred stock, which cannot 
be issued so long as preferred divi- 
dends are in arrears, we are of the 
opinion that the company’s corporate 
structure is unduly and unnecessarily 
complicated. Under these circumstan- 
ces, we are of the opinion that the 
complications in community’s corpo- 
rate structure render the corporate 
structure of the holding company sys- 
tem of which community is a part un- 
duly and unnecessarily complicated, | 
contrary to the standards of § 11 (b). 

“We reach the same conclusion with 
respect to the distribution of voting 
power. As already stated, under the 
terms of the charter the holders of 
common stock are in a position to con- 
trol the company at all times and, in 
the absence of defaults, have the sole 
voting power for the election of direc- 
tors. The fact is that the interest of 
the common stock in the company’s 
assets and earnings is at best slight. 
In substance the company belongs to 
the preferred stockholders, assuming 
that its creditors are secure in their 
claims. We therefore conclude, and 
so find, that the voting power is pres- 
ently unfairly and inequitably dis- 
tributed. 

“The proposed modification in the 
terms of the assignments and agree- 
ments is merely an incident to the 
transformation of the company’s cor- 
porate structure from three authorized 
classes to one class of stock. Under 
the present terms of the assignments 
and agreements, they may be convert- 
ed into a junior preferred stock ‘if and 
when defaults in preferred dividends 
have been remedied and regular pre- 
ferred dividends have been resumed.’ 
Since the consummation of the simpli- 
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fcation plan will terminate all rights 
to accrued dividends, it is evident that 
the company, upon the exchange of 
stock required by the plan, would, so 
far as the terms of the assignments 
and agreements are concerned, be in a 
position to convert the assignments 
and agreements into preferred stock 
and then immediately to call such pre- 
ferred stock at its call price of $100 
per unit. The effect of the proposed 
modification, therefore, appears mere- 
ly to make unnecessary the actual is- 
suance and calling of the junior pre- 
ferred stock. In that way the addi- 
tional complication in the corporate 
structure resulting from such issuance 
is avoided. No real change is made 
in the rights of the holders of assign- 
ments and agreements. So far as any 
alteration is made requiring our ap- 
proval, therefore, we find that such 
modification in the terms of the as- 
signments and agreements is necessary 
to eliminate complications in the com- 
pany’s corporate structure and to car- 
ty out the original purposes of the as- 
signments and agreements in the light 
of the elimination of the company’s 
preferred stock and its transformation 
into a one stock company. 

“Under all of the circumstances of 
this case, in the light of the company’s 
present financial condition and future 
prospects, and in view of the present 
inequitable distribution of voting pow- 
er, we conclude and so find that the 
plan of corporate simplification is nec- 
essary to effectuate the provisions of 
subsection (b) (2) of § 11.” 

[3] It has been suggested to the 
court, as previously stated, that § 11 
of the act is not an exercise of the con- 
gtessional power over interstate com- 
merce in that “the test of application 
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. is not whether the holding 
company is engaged in or affects in- 
terstate commerce but rests solely on 
the test of whether it is a holding com- 
pany.” 

This suggestion is without merit. 
Section 11 does not apply to all hold- 
ing companies. It is expressly limit- 
ed in its application to “registered” 
holding companies under § 5 of the 
act. Nor is registration required in- 
discriminately of all holding compa- 
nies as such. On the contrary, regis- 
tration is obligatory only for those 
holding companies which engage in 
certain specified types of transactions. 

Section 4(a) of the act 15 USCA 
§ 79d (a), reads: 

“After December 1, 1935, unless a 
holding company is registered under 
§ 5 [79e of this title], it shall be un- 
lawful for such holding company, di- 
rectly or indirectly— 

“(1) to sell, transport, transmit, or 
distribute, or own or operate any util- 
ity assets for the transportation, trans- 
mission, or distribution of, natural or 
manufactured gas or electric energy in 
interstate commerce; 

“(2) by use of the mails or any 
means or instrumentality of interstate 
commerce, to negotiate, enter into, or 
take any step in the performance of, 
any service, sales, or construction con- 
tract undertaking to perform services 
or construction work for, or sell goods 
to, any public utility company or hold- 
ing company ; 

“(3) to distribute or make any 
public offering for sale or exchange 
of any security of such holding com- 
pany, any subsidiary company or af- 
filiate of such holding company, any 
public utility company, or any hold- 
ing company, by use of the mails or 
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any means or instrumentalities of in- 
terstate commerce, or to sell any such 
security having reason to believe that 
such security, by use of the mails or 
any means or instrumentality of inter- 
staie commerce, will be distributed or 
made the subject of a public offering ; 

“(4) by use of the mails or any 
means or instrumentality of interstate 
commerce, to acquire or negotiate for 
the acquisition of any security or util- 
ity assets of any subsidiary company 
or affiliate of such holding company, 
any public utility company, or any 
holding company; 

“(5) to engage in any business in 
interstate commerce; or 

“(6) to own, control, or hold with 
power to vote, any security of any 
subsidiary company thereof that does 
any of the acts enumerated in para- 
graphs (1) to (5), inclusive, of this 
subsection.” 

In Electric Bond & Share Co. v. Se- 
curities and Exchange Commission 
(1938) 303 US 419, 82 L ed 936, 22 
PUR(NS) 465, 58 S Ct 678, 115 
ALR 105, the court sustained §§ 4 
(a) and 5 of the act as constitutional 
and held that the doing of any of the 
things specified in clauses (1) to (6) 
of § 4(a) above quoted constituted 
an engagement in interstate commerce 
subject to the regulation of Congress. 
Therefore, the only holding compa- 
nies required to register are those 
which engage in interstate commerce. 
Since § 11 by its terms applies only 
to registered holding companies, it is 
evident that “the test of application” 
does not “rest solely on wheth- 
er the company is a holding company” 
without regard to whether it is “en- 
gaged in or affects interstate com- 
merce.” 
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[4] The further suggestion has 
been made to the court that, despite its 
registration under § 5 of the act, the 
company is not subject to regulation 
by Congress under the commerce 
clause because it “is simply a holding 
company collecting dividends and in- 
terest from its investments, in no rea- 
sonable sense, engaged in interstate 
commerce.” But in view of the regu- 
latory provisions of the act which 
take effect only after registration it 
would seem unlikely that the officers 
and directors of the company would 
have caused it to register under § 5 of 
the act unless the company engaged in 
interstate commerce as defined in 
clauses (1) to (6) of § 4(a). 

However that may be, the record is 
clear that at least three subsidiaries of 
the company transmit, and own and 
operate utility assets for the transmis- 
sion of electric energy in interstate 
commerce, within the meaning of 
clause (1) of § 4(a) of the act. 
These are Texas-New Mexico Utili- 
ties Company, Kansas Utilities Com- 
pany and Missouri Utilities Company, 
all of whose outstanding voting secu- 
rities are owned, or controlled and 
held by the company with power to 
vote. That the interstate commerce 
is conducted through the subsidiary 
companies rather than by the company 
itself is of no moment. In Electric 
Bond & Share Co. v. Securities and 
Exchange Commission, supra, at Pp. 
475 of 22 PUR(NS), Mr. Chief Jus- 
tice Hughes said: “That they con- 
duct such transactions through the 
instrumentality of subsidiaries cannot 
avail to remove them from the reach 
of the Federal power. It is the sub- 
stance of what they do, and not the 
form in whicn they clothe their trans- 
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actions, which must afford the test. 
The constitutional authority confided 
to Congress could not be maintained if 
it were deemed to depend upon . 
mere modal arrangements 

I deem the second suggestion to be 
without merit. 

[5] The suggestion was further 
made that § 11 of the act is not with- 
in “the power of Congress to pass uni- 
form laws on bankruptcy . . . (or) 

to establish post offices and 
post roads.” 

Reliance is placed by both suggestors 
on Burco v. Whitworth (1936) 81 
F(2d) 721, 14 PUR(NS) 495. That 
case arose upon an application for in- 
structions by a trustee appointed un- 
der § 77B of the Bankruptcy Act, 11 
USCA § 207. The debtor was a hold- 
ing company as defined by the act and 
the question was whether the trustee 
should comply with the registration 
provisions of §§ 4(a) and 5. The 
court held that those sections were un- 
constitutional and directed the trustee 
to disregard them. That decision has 
been clearly overruled by the later de- 
termination of the Supreme Court in 
the Electric Bond & Share Co. Case, 
supra, that §§ 4(a) and 5 are consti- 
tutional. The court in the Burco Case, 
supra, however, unlike the Supreme 
Court in the Electric Bond & Share Co. 
Case, gave expression to opinions con- 
cerning sections of the act other than 
those in issue. This, of course, is sheer 
obiter. In view of the fact that the 
Burco Case has been overruled as to 
the matter decided, little weight can be 
given to its dicta. 

The company is engaged in inter- 
state commerce through the instrumen- 
tality of its subsidiaries and the appli- 
cation of subsection (b) (2) and (e) 


” 
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of § 11 are clearly within the power 
of Congress under the commerce 
clause. 

[6-8] The power of Congress over 
interstate commerce is, subject to the 
limitations of the Bill of Rights, plen- 
ary and sovereign (Kentucky Whip 
& Collar Co. v. Illinois C. R. Co. 
(1937) 299 US 334, 345, 81 L ed 
270, 57 S Ct 277; Champion v. Ames 
(1903) 188 US 321, 347, 47 L ed 
492, 23 S Ct 321; Gilman v. Phila- 
delphia (1866) 3 Wall. 713, 725, 18 
L ed 96; Gibbons v. Ogden (1824) 9 
Wheat 1, 196, 6 L ed 23; Cohens v. 
Virginia (1821) 6 Wheat 264, 412, 5 
L ed 257) and is not limited to such 
commerce itself but extends “to every 
instrumentality or agency by which it 
is carried on” (Minnesota Rate Cases 
(1913) 230 US 352, 399, 57 L ed 
1511, 33 S Ct 729, 739, 48 LRA(NS) 
1151, Ann Cas 1916A, 18) and to the 
“persons engaged in it.” Sherlock v. 
Alling (1876) 93 US 99, 103, 23 L 
ed. 819. 

Within the field of interstate com- 
merce Congress possesses a police 
power to promote the general welfare 
akin to that of the states in the realm 
of their domestic affairs. Nebbia v. 
New York (1934) 291 US 502, 524, 
78 L ed. 940, 2 PUR(NS) 337, 54S 
Ct 505, 89 ALR 1469; Brooks v. 
United States (1925) 267 US 432, 
436, 69 L ed 699, 45 S Ct 345, 37 
ALR 1407; Board of Trade of Chi- 
cago v. Olsen (1923) 262 US 1, 41, 
67 L ed 839, 43 S Ct 470. 

Congress may, therefore, under the 
commerce clause, enact legislation “to 
foster, protect, and control the [inter- 
state] commerce with appropriate re- 
gard to the welfare of those who are 
immediately concerned, as well as the 
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public at large, and to promote its 
growth and insure its safety.” Day- 
ton-Goose Creek R. Co. v. United 
States (1924) 263 US 456, 478, 68 
L ed 388, 44 S Ct 169, 172, 33 ALR 
472. It is within the province of Con- 
gress, moreover, in the regulation of 
interstate commerce to provide for the 
security of the people in their relation- 
ships to corporations engaged in such 
commerce. Thus in Crutcher v. Ken- 
tucky (1891) 141 US 47, 58, 35 L 
ed 649, 11 S Ct 851, 854, the court 
said: “The prerogative, the responsi- 
bility, and the duty of providing for 
the security of the citizens and the 
people of the United States in relation 
to foreign corporate bodies or foreign 
individuals with whom they may have 
relations of foreign commerce, belong 
to the government of the United 
States. And the same thing 


is exactly as true with regard to in- 


terstate commerce as it is with regard 
to foreign commerce. No difference 
is perceivable between the two. . . .” 


The powers of Congress in this re- 
gard were succinctly stated by the late 
Frank B. Kellogg some thirty years 
ago: “. Within its power 
of regulation it may prescribe what 
corporations may so engage in such 
commerce. It may prohibit corpora- 
tions organized under foreign govern- 
ments from engaging therein, or pre- 
scribe the regulations under which 
they may so engage. It may equally 
prohibit state corporations from so en- 
gaging, or as a condition prescribe the 
regulations under which they may en- 
gage. Such conditions may include 
the terms under which the capital 
stock shall be issued and paid for, and 
proper guaranties to insure the sol- 
vency of such corporations to the end 
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that their securities may be safe invest. 
ments for the people, and that they 
may be able to perform their obliga- 
tions as instrumentalities of com- 
merce.” Federal Incorporation and 
Control (1910) 20 Yale LJ 177, 188, 

Similarly Victor Morawetz, an emi- 
nent authority on constitutional and 
corporate law, wrote over a quarter of 
a century ago: “. The organi- 
zation, powers, and financial condi- 
tion of a corporation may 
have a direct and important relation 
to the transaction of interstate and in- 
ternational commerce, and may be of 
such a character as to render the . . 
operations of the corporation a men- 
ace to the security and welfare of the 
people of all the states. A statute pro- 
hibiting the transaction of interstate 
commerce by means of a corporate or- 
ganization which is a menace to the 
security of the public would seem jus- 
tifiable as an exercise of the police 
power over interstate commerce and 
as a regulation of such commerce 
within the meaning of the Constitu- 
tion.” The Power of Congress to 
Enact Incorporation Laws and to Reg- 
ulate Corporations (1913) 26 Har- 
vard L Rev 667, 680. 

Subsections (b) (2) and (e) of 
§ 11 of the act are clearly within the 
power of Congress above described. 
A corporation engaged in interstate 
commerce whose corporate structure is 
unduly or unnecessarily complicated or 
unfairly and inequitably distributes 
voting power among its security hold- 
ers is manifestly inimical both to that 
commerce and its own security hold- 
ers. That is especially so of public 
utility holding companies one of 
whose main functions is to finance the 
operations of their subsidiaries through 
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funds raised by the sale of their own 
securities. 

[9] The suggestion that, in provid- 
ing a means of corporate simplifica- 
tion for registered holding companies, 
the act is arbitrary and capricious is 
demonstrably unwarranted. 

[10-12] The suggestion that the 
plan is not within § 11 (b) (2) in 
that the corporate structure of the 
company is not complicated and does 
not unfairly and inequitably distribute 
voting rights is equally untenable. It 
appears clearly from the opinion of 
the Commission approving the plan 
that, although there have been earn- 
ings, dividends have not been declared 
since November, 1931, because the 
funds were found necessary to meet 
debt obligations and to pay for neces- 
sary improvements to the properties of 
the operating subsidiaries. With huge 
arrearages of unpaid and undeclared 
dividends on the preferred stock, the 
company finds itself without credit to 
raise the funds necessary to enable it 
to fulfill its duties to its subsidiaries. 
The “assignments and agreements” 
being without maturity, constitute per- 
petual debentures, which, unless the 
plan is consummated or the arrearages 
on the preferred stock are somehow 
paid, cannot but contribute to the in- 
ability of the company to function 
normally. 

Complexity is not a matter to be de- 
termined merely by counting the class- 
es of securities outstanding. A corpo- 
tate structure is unduly and unneces- 
sarily complicated when it prevents the 
corporation involved from perform- 
ing its functions. By such a test there 
can be no doubt that the company’s 
corporate structure falls within the 
meaning of § 11 (b) (2) of the act. 
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That the voting rights are unfairly 
distributed is apparent. The Commis- 
sion found the 10,000 shares of out- 
standing common stock to be valueless 
on the basis of adjusted book value, 
and on an earning basis to have but a 
5 per cent interest in the company. 
Yet this class of stock presently con- 
trols the company through a prepon- 
derance of voting strength. 

[13, 14] It has been further sug- 
gested that in their application in the 
instant case subsections (b) (2) and 
(e) of § 11 are unconstitutional in 
that they would abrogate “vested con- 
tractual rights given by state 
law.” I do not agree. In the exer- 
cise of its powers under the Constitu- 
tion, Congress may properly enact leg- 
islation which has the effect of impair- 
ing or even abrogating existing con- 
tract rights. This has been recognized 
on numerous occasions by the Supreme 
Court in sustaining statutes enacted 
under the power to coin money and 
regulate its value. Legal Tender Cases 
(1871) 12 Wall. 457, 549, 20 L ed 
287; Norman v. Baltimore & O. R. 
Co. (Gold Clause Case) (1935) 294 
US 240, 79 L ed 885, 55 S Ct 407, 95 
ALR 1352, as well as under the com- 
merce clause, United States v. South- 
ern P. Co. (1922) 259 US 214, 234, 
66 L ed 907, 42 S Ct 496; New York 
v. United States, 257 US 591, 600, 
66 L ed 385, PUR1922C 455, 42 S 
Ct 239; Philadelphia, B. & W. R. Co. 
v. Schubert (1912) 224 US 603, 613, 
56 L ed 911, 32 S Ct 589; Louisville 
& N. R. Co. v. Mottley (1911) 219 
US 467, 480-482, 55 L ed 297, 31 
S Ct 265, 34 LRA(NS) 671; Addy- 
ston Pipe & Steel Co. v. United States 
(1899) 175 US 211, 226-235, 44 L 
ed 136, 20 S Ct 96. Thus in the Schu- 
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bert Case, supra, Mr. Justice Hughes, 
as he then was, said (224 US at p. 
613): “The power of Congress, in 
its regulation of interstate commerce 
[is] not fettered by the neces- 
sity of maintaining existing arrange- 
ments and stipulations which 
conflict with the execution of its pol- 
icy. To subordinate the exercise of 
the Federal authority to the continu- 
ing operation of previous contracts 
would be to place, to this extent, the 
regulation of interstate commerce in 
the hands of private individuals, and 
to withdraw from the control of Con- 
gress so much of the field as they 
might choose by prophetic discern- 
ment to bring within the range of their 
agreements. The Constitution recog- 
nizes no such limitation. It is of the 
essence of the delegated power of reg- 
ulation that, within its sphere, Con- 
gress should be able to establish uni- 
form rules, immediately obligatory, 
which as to future action should 
transcend all inconsistent provisions. 
Prior arrangements were necessarily 
subject to this paramount authority.” 
[15, 16] Nor is the suggestion that 
§8§ 11(b) (2) and 11(e) of the act 
in their present application violate the 
Tenth Amendment of any merit. As- 
suming that Delaware law prohibits 
its corporations from amending their 
charters so as to substitute some oth- 
er right for that of preferred share- 
holders to accrued unpaid and unde- 
clared dividends: Congress is not fet- 
tered in the regulation of the instru- 
mentalities of interstate commerce by 
state law. United States ex rel. At- 
torney General v. Delaware & H. Co. 
(1909) 213 US 366, 405, 53 L ed 
836, 29 S Ct 527; Northern Securities 
Co. v. United States (1904) 193 US 
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197, 345, 48 L ed 679, 24 S Ct 436. 
Pittsburgh & W. V. R. Co. v. Inter- 
state Commerce Commission (1923) 
54 App DC 34, 293 Fed 1001, 1003, 
appeal denied (1924) 266 US 640, 69 
L ed 483, 45 S Ct 124. Thus in the 
Delaware & Hudson Case, supra, the 
court said (213 US at p. 405): “.. 
the power to regulate commerce pos- 
sessed by Congress is, in the nature of 
things, ever enduring, and therefore 
the right to exert it today, tomorrow, 
and at all times in its plenitude must 
remain free from restrictions and limi- 
tations arising or asserted to arise 
by state laws, whether enacted before 
or after Congress has chosen to exert 
and apply its lawful power to regu- 
late.” 


In the Pittsburgh & W. V. R. Co. 
Case, supra, the court sustained § 20 
(a) of the Interstate Commerce Act, 
49 USCA § 20(a), which placed the 
issuance of securities by transporta- 
tion companies engaged in interstate 
commerce under the regulation of the 
Interstate Commerce Commission, In 
overruling a contention similar to that 
here raised, the court said (54 App 
DC at p. 36, 293 Fed at p. 1003): 
“The validity of § 20a, supra, is ques- 
tioned on the ground that it is not a 
regulation of Interstate Commerce, 
nor within the power of Congress, but 
is instead a usurpation of states’ rights 
contrary to the Tenth Amendment of 
the Constitution of the United States. 
It is authoritatively asserted that with 
one or two exceptions all the railroad 
corporations of the country are or- 
ganized under state laws, and it is con- 
tended are subject exclusively to the 
Constitution and laws of the states in 
which they were created. We are not 
impressed by this contention. Unques- 
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tionably every state has plenary pow- 
er over its corporations, but when that 
power comes in conflict with the ex- 
ercise by Congress of a power express- 
ly conferred by the Constitution, the 
authority of the state must yield. We 
are here considering the power of Con- 
gress to regulate interstate commerce ; 
in that field the authority of Congress 
is supreme. A law of Congress en- 
acted pursuant to express constitution- 
al sanction, is the supreme law of the 
land, ‘anything in the Constitution or 
laws of any state to the contrary not- 
withstanding.’ ” 

The court said in Champion v. Ames 
(1903) 188 US 321, 357, 47 L ed 
492,23 S Ct 321, 327: “If it be said 
that the act is inconsistent 
with the Tenth Amendment, reserving 
to the states respectively or to the peo- 
ple the powers not delegated to the 
United States, the answer is that the 
power to regulate commerce among 
the states has been expressly delegated 
to Congress.” 

But the Delaware law is not as has 
been suggested. All that Keller v. 
Wilson & Co. (1936) — Del —, 190 
Atl. 115, and the cases that follow it 
(relied upon by Mr. Duane) hold is 
that accumulated unpaid and unde- 
clared dividends are not subject to 
elimination by action of the stockhold- 
ers under § 26 of Delaware’s General 
Corporation Law. This is apparent 
from the later decision of the same 
court in Federal United Corp. v. Hav- 
ender (1940) — Del —, 11 A(2d) 
331, holding that such dividends can 
properly be eliminated by corporate 
action under §§ 59 and 59A of the 
General Corporation Law. 

The Keller Case, supra, turns upon 
the point that § 26 of the General Cor- 
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poration Law was not in effect when 
the corporation in question was or- 
ganized and that consequently rights 
of preferred shareholders contracted 
before its enactment were not subject 
to impairment by it. Consolidated 
Film Industries v. Johnson (1937) 
— Del —, 197 Atl 489, goes a step 
further. It was there held that even 
as to corporations organized after its 
enactment, § 26, while effectively cre- 
ating means to bar the cumulation of 
future dividends, could not be used to 
affect dividends already accrued with- 
out impairing the obligation of con- 
tract. These cases, of course, are 


based on the provision of § 10 of Art. 
I of the Federal Constitution which 
prohibits the states from impairing 
obligations of contract. But Congress 
is not subject to any such restriction, 
and the plan before this court is 
promulgated not by virtue of any state 


law, but under the paramount and ex- 
clusive power of the Federal govern- 
ment to regulate interstate commerce 
and its instrumentalities. 

In the Havender Case, supra, the 
supreme court of Delaware made it 
clear that the public policy of that state 
did not prohibit the elimination of ac- 
crued unpaid and undeclared divi- 
dends. There the court found in 
§§ 59 and 59A of the General Corpo- 
ration Law a caveat to preferred 
shareholders (apparently missing in 
§ 26) that their right to accumulated 
unpaid and undeclared dividends 
might be eliminated. The court there- 
fore held that those sections afford 
means to accomplish that end without 
conflicting with the prohibition of § 10 
of Art. I of the Federal Constitution. 

The policy of Delaware law and the 
concern of the courts of that state 


35 PUR(NS) 





UNITED STATES 


with this subject was well phrased in 
the Havender Case, supra, where the 
court said (11 A(2d) at p. 342): 
“There is no invasion of legal or equi- 
table right, nor is there moral wrong, 
in disposing of dividends on prefer- 
ence stock accumulated through time 
other than by their payment in mon- 
ey, if the right to such dividends has 
not the status of a fixed contractual 
right . . . , andif the terms of dis- 
posal are fair and equitable in the cir- 
cumstances of the case; . . . .” 
Thus the public policy of Delaware 
is not against the compounding of ac- 
cumulated dividends. It is only when 
state action in that regard would in- 
vade contract rights that the law of 
Delaware hesitates. But, as already 
noted, the plan before this court is not 
based on Delaware law, but on para- 
mount Federal law which is not sub- 


ject to § 10 of Art. I of the Federal 
Constitution. 


[17, 18] It has been further sug- 
gested that in their application to the 
case at bar §§ 11(b) (2) and 11(e) of 
the act are “‘spoliative and confiscatory 
and in violation of the Fifth Amend- 
ment.” But as the Supreme Court has 
on numerous occasions pointed out the 
proscription by the Fifth Amendment 
of the deprivation of property without 
due process of law applies only to di- 
rect appropriations. Norman v. Bal- 
timore & O. R. Co. (1935) 294 US 
240, 79 L ed 885, 55 S Ct 407, 95 
ALR 1352; Union Bridge Co. v. Unit- 
ed States (1907) 204 US 364, 51 L 
ed 523, 27 S Ct 367; Scranton v. 
Wheeler (1900) 179 US 141, 45 L 
ed 126, 21 S Ct 48; Legal Tender Cas- 
es (1871) 12 Wall. 457, 20 L ed 287. 

Thus in answer to a similar conten- 
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tion it was said in the Legal Tender 
Cases, supra (12 Wall. at p. 551): 

“That provision has always been 
understood as referring only to a di- 
rect appropriation, and not to conse. 
quential injuries resulting from the 
exercise of lawful power. It has ney- 
er been supposed to have any bearing 
upon, or to inhibit laws that indirectly 
work harm and loss to individuals. A 
new tariff, an embargo, a draft, or a 
war may inevitably bring upon indi- 
viduals great losses ; may, indeed, ren- 
der valuable property almost valueless, 
They may destroy the worth of con- 
tracts. But whoever supposed that, 
because of this, a tariff could not be 
changed, or a nonintercourse act, or 
an embargo be enacted, or a war be 
declared ?” 

That no taking within the meaning 
of the Fifth Amendment is here in- 
volved is apparent. 

[19, 20] There is a further sugges- 
tion that §§ 11(b) (2) and 11(e) of 
the act do not authorize a plan alter- 
ing the rights of stockholders inter 
sese. This is coupled with the addi- 
tional suggestion that this court can- 
not enforce such a plan because § 11 
(e) of the act gives the court jurisdic- 
tion only over the company and its as- 
sets but not over the stockholders. 

Section 11(b) (2) expressly pro- 
vides for the elimination of undue and 
unnecessary complications in the cor- 
porate structure of a company. But 
the corporate structure of a company 
consists of the classes of its securities 
outstanding and the respective rights 
of their holders. Certainly if undue 
and unnecessary complications in a 
company’s corporate structure are to 
be eliminated the statute must envision 
a readjustment of those rights. Any 
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other interpretation of the statute 
would render it ineffectual to accom- 
plish one of its stated purposes. 

Section 11(e) of the act gives the 
court jurisdiction over the corporation 
and its assets to the extent necessary 
to enforce and carry out the plan. 
Such jurisdiction is manifestly suffi- 
cient to work a readjustment of the 
rights of security holders. This is so, 
at least in so far as stockholders are 
concerned, because jurisdiction over 
the corporation carries with it juris- 
diction over the corporate charter 
which is the source and mainspring of 
shareholders’ rights. Having juris- 
diction over the corporation and its 
charter the court has ample power. 
On numerous occasions stockholders’ 
rights have been altered by courts act- 
ing under former § 77B of the Na- 
tional Bankruptcy Act and Chap. X 
of that act as amended, 11 USCA 
§ 207, 501 et seq. In both such classes 
of cases the courts had jurisdiction not 
over the stockholders but merely over 
the corporation and its assets. 

It would seem that stockholders of 
a corporation involved in proceedings 
under § 11(e) of the act are in no dif- 
ferent position from stockholders of 
corporations in reorganization under 
§ 77B or Chap. X. In each case the 
stockholders are afforded opportunity 
for hearing. They may take advan- 
tage of that opportunity or they may 
not. But in any event the court’s ju- 
tisdiction over the corporation, deemed 
adequate to effect a readjustment of 
stockholders’ rights under § 77B and 
Chap. X, is clearly sufficient to accom- 
plish that purpose under § 11(e). 

Finally as Mr. Justice Pitney said 
in Blair v. United States (1919) 250 
US 273, 279, 63 L ed 979, 39 S Ct 
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468, 470: “Considerations of pro- 
priety, as well as long-established 
practice, demand that we refrain from 
passing upon the constitutionality of 
an act of Congress unless obliged to 
do so in the proper performance of 
our judicial function, when the ques- 
tion is raised by a party whose inter- 
ests entitle him to raise it.” 

[21] The constitutionality of the 
act, however, is buttressed by a pre- 
sumption to be overcome only “when 
the unconstitutionality exists beyond a 
rational doubt.” International Mer- 
cantile Marine Co. v. Stranahan 
(1907) 155 Fed 428, 430. 

Similarly in Sarony v. Burrow- 
Giles Lithographic Co. (1883) 17 
Fed 592, the late distinguished father 
of my colleague Judge Coxe said: 
“The court should hesitate long and 
be convinced beyond a_ reasonable 
doubt before pronouncing the invalid- 
ity of an act of Congress. The argu- 
ment should amount almost to a dem- 
onstration. If doubt exists the act 
should be sustained. The presump- 
tion is in favor of its validity. This 
has long been the rule—a rule appli- 
cable to all tribunals, and particularly 
to courts sitting at nisi prius. Were 
it otherwise, endless complications 
would result, and a law which, in one 
circuit, was declared unconstitutional 
and void, might, in another, be en- 
forced as valid.” 

For the foregoing reasons the ap- 
plication will be granted. Submit 
findings of fact and conclusions of law 
and decree providing that this court 
approves the plan as fair and equitable 
to the persons affected and necessary 
to effectuate the provisions of subsec- 
tion (2) of § 11(b) and that this 
court as a court of equity for the pur- 
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pose of carrying out the terms and as sole trustee in possession to hold 
provisions of such plan takes exclusive and administer under the direction of 
jurisdiction and possession of the the court and in accordance with the 
company and the assets thereof wher- plan thus approved, the assets so pos- 
ever located and appoints the company _ sessed. 
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East Ohio Gas Company 


Public Utilities Commission 


[Nos. 27494, 27505, 27506.] 
(— Ohio St —, 28 NE(2d) 599.) 


Rates, § 48 — Powers of Commission — Absence of municipal contract. 
1. Authority is conferred by § 4, Art. XVIII, of the state Constitution upon 
municipalities to contract with a public utility for its product or service. 
In the absence of such contract, the state Public Utilities Commission is 
authorized by statute upon hearing as therein provided to fix and deter- 
mine just and reasonable rates or may find and declare the rate fixed by 
ordinance just and reasonable and ratify and confirm the same, p. 167. 


Depreciation, § 67 — Natural gas — Depletion — Amortization of leaseholds. 
2. In the application of the statutes of this state providing a method of fix- 
ing the price for a public utility product through a determination of the 
value of its property used and useful in the operation of such utility and 
of a proper rate of return thereon, the cost of wasting assets, if any, ex- 
hausted by the utility in rendering service must be amortized in connection 
with the operation of such property in order to restore depleted capital re- 
sulting from such depletion of assets; and in the case of a natural gas com- 
pany engaged in developing productive leaseholds to supply gas to be sold 
in service, such wasting assets to be so amortized must comprehend not only 
the loss resulting from the exhaustion of gas reserves under its productive 
leaseholds, but the cost of acquiring and carrying for a time leaseholds 
taken in good faith to replenish and stabilize its gas supply which leaseholds 
upon test are later found to be unproductive and for that reason must be 
canceled and abandoned, p. 167. 

Valuation, § 123 — Overheads — Estimates. 
3. The amount to be allowed for general overhead charges does not depend 
upon proof of actual expenditures originally made but depends upon esti- 
mate, p. 171. 

Appeal and review, § 35 — Commission decision — Gas leakage. 
4. This court will not reverse an order of the Public Utilities Commission 
with respect to a finding on leakage when such finding is based upon expert 
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testimony and factual evidence and is not against the manifest weight of 
the evidence, p. 173. 
Return, § 101 — Natural gas companies — Confiscation — Reasonableness. 


5. An annual rate of return of 64 per cent upon the valuation of producing 
and selling natural gas companies, for a 2-year period from 1937 to 1939, 
is sufficient to assure financial confidence in the utilities, is above the line of 
confiscation, and is not unfair or unreasonable, p. 174. 


Rates, § 640 — Procedure — Stay of proceeding — Opportunity for inspection — 
Evidence. 


6. Under the circumstances disclosed, it was not error on the part of the 
Commission to refuse to stay the proceedings awaiting the report of a 
Federal agency concerning the gas rate at the Ohio river, to deny the city 
of Cleveland an opportunity to inspect the gas pipes of appellant gas com- 
pany to observe their condition, in failing to require the appellant to pro- 
duce evidence of the original cost of its properties, or in failing to require 
appellant to produce other evidence, p. 175. 


Procedure, § 33 — Rehearing — Enumeration of grounds. 
Statement by Ohio supreme court that the requirement of the filing of an 
application for rehearing contemplates the enumeration only of the grounds 
which the Public Utilities Commission would be authorized to consider and 
determine, and that, accordingly, a question as to the constitutionality of 
statutes, not within the jurisdiction of the Commission, need not be raised, 
p. 166. 

Commissions, § 30 — Jurisdiction — Constitutional questions. 
Statement by Ohio supreme court that constitutionality of statutes is a 
question for the courts and not for a board or Commission, p. 166. 

Contracts, § 15 — Validity and binding effect. 
Discussion by Ohio supreme court of the validity and binding effect of 
contracts between municipalities and public utilities for the utility’s product 
or service, p. 167. 

Valuation, § 217 — Canceled and abandoned leaseholds. 


Discussion of the inclusion or exclusion of the cost of canceled and aban- 


doned leaseholds of a natural gas company in determining the rate base, p. 
167. 


Evidence, § 3 — Judicial notice — Interest rate. 


Discussion of judicial notice of a decline in the general interest rate and 
of the amount of decline, p. 173. 


[July 17, 1940.] 
Headnotes by the Court. 
F, ywory from decisions of Commission on complaint and ap- 
peal of natural gas utility as to ordinance passed by city of 
Cleveland regulating rates; orders of Commission affirmed. 
For decision by Commission, see 27 PUR(NS) 387. 
¥ 
These three proceedings are appeals and orders entered January 10 and 
to this court involving the findings January 20, 1939 (27 PUR(NS) 
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387) by the Public Utilities Commis- 
sion of Ohio in a hearing on a com- 
plaint filed by the East Ohio Gas Com- 
pany to ordinance No. 106,556, passed 
by the city of Cleveland May 20, 1937, 
which regulated the rates to be 
charged by the East Ohio Gas Com- 
pany in the city of Cleveland, Ohio. 

Ordinance No. 106,556 provided 
that during the period between June 
30, 1937, and July 1, 1939, the follow- 
ing rates, schedules, and prices should 
be effective: First 2,000 cubic feet of 
gas, 48 cents per thousand cubic feet; 
all over 2,000 cubic feet, 55 cents per 
thousand cubic feet; minimum charge, 
75 cents per month. 

The ordinance also provided penal- 
ties of 5 cents per thousand cubic feet 
for delay in payment of bills, a charge 
of $1 for transfer of accounts, reés- 
tablishing a gas supply at a different 
location, or turning on a meter and a 
charge of $2 for setting or installing 
meters. 

In addition, this ordinance provided 
that the gas to be furnished should al- 
ways have a heat value of not less than 
900 British Thermal Units per cubic 
foot at a certain designated pressure 
and temperature, and that if the heat- 
ing quality or pressure should fall be- 
low these standards for seventy-two 
hours in any one month, except for 
causes beyond the control of the East 
Ohio Gas Company, the company’s re- 
turns under the ordinance should be 
discounted 2 per cent for each such pe- 
riod. The ordinance also gave prefer- 
ences to domestic consumers over in- 
dustrial consumers in case of short- 
ages in supply, and provided that dur- 
ing any shortage of gas supply the 
company should apportion its avail- 
able supply fairly among the munici- 
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palities it was under obligation to sup- 
ply at the time of the enactment of the 
ordinance. 

The ordinance provided that if, for 
a period of ten days, the company 
should fail to supply natural gas of the 
character and quality described in the 
ordinance or fairly apportion the nat- 
ural gas available in case of an inade- 
quate supply as required by the ordi- 
nance, or should fail to make certain 
designated extensions, the city could 
terminate the rights of the company to 
further operate under the ordinance or 
take such other legal remedy as it 
might have to enforce the obligations 
imposed on the company by the ordi- 
nance. 

The East Ohio Gas Company filed 
complaint with the Public Utilities 
Commission pursuant to § 614-44, 
General Code, and at the time of the 
complaint filed a bond and elected to 


collect certain rates previously in 
force, as it was authorized to do by 
the provisions of § 614-45, General 
Code. 

After extended hearings before the 


Public Utilities Commission, that 
body on January 10, 1939, unani- 
mously found that the rates fixed by 
the Cleveland ordinance for the pe- 
riod from June 30, 1937, to July 1, 
1939, were unreasonable and insuff- 
cient, and substitute rates were adopt- 
ed which provided for the following 
charges: 

“For the first 400 cubic feet, or 
less, or none, measured through any 
one meter, per month, 80 cents; 

“For all over 400 cubic feet per 
month measured through such meter, 
per month, 54 cents per one hundred 
cubic feet.” 

In addition, the penalty for delin- 
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quent payment of bills, and the 
charges for turning on gas and in- 
stalling meters were continued at the 
same rates that ordinance No. 106,- 
556 had established. It was further 
provided in the finding of the Com- 
mission that since eighteen of the 
twenty-four months covered by the 
ordinance had elapsed at the time of 
the fixing of the substitute rates, the 
substitute rates should take effect at 
once. 

In deciding that the ordinance of 
May 20, 1937, was unreasonable and 
insufficient, and in determining the 
substitute rates, the Public Utilities 
Commission determined the valuation, 
as of June 30, 1937, of the property 
of the East Ohio Gas Company al- 
located to the city of Cleveland used 
and useful for the convenience of the 
public in the furnishing of natural gas 
for public and private consumption 
in that city to be $32,840,410, of 
which amount $21,955,755 repre- 
sented property used for distribution 
of gas within the city of Cleveland. 

At the same time, and as of the 
same date, the Commission deter- 
mined the value of the several kinds 
and classes of production and trans- 
mission property of the Hope Natural 
Gas Company (an affiliate from whom 
the East Ohio Gas Company pur- 
chases natural gas for distribution in 
the city of Cleveland, Ohio, and else- 
where) and of the property as a whole, 
and found and ascertained this prop- 
erty to be valued at $75,474,714. 

After having valued the properties, 
the Commission determined that a rea- 
sonable annual rate of return to be 
allowed the East Ohio Gas Company 
for the furnishing of natural gas to 
the city of Cleveland was 6} per cent 
[11] 
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of the value of its property used and 
useful for the convenience of the pub- 
lic, as found and ascertained by the 
Commission ; that the fair and reason- 
able price to be paid by the East Ohio 
Gas Company to the Hope Natural 
Gas Company for gas supplied and 
furnished for distribution in the city 
of Cleveland, Ohio, was 38.5 cents 
per thousand cubic feet, provided in 
the contract now existing between 
those companies, adjusted by the 
terms of this contract to average 36.15 
cents and 36.82 cents per thousand 
cubic feet for the years ending June 
30, 1937, and June 30, 1938, respec- 
tively, by reason of a discount for gas 
sold the East Ohio Gas Company for 
special industrial sales. 

The Commission then found and 
determined the annual charges prop- 
erly allowed the East Ohio Gas Com- 
pany for the depletion of wells for the 
years ending June 30, 1937, and June 
30, 1938, to be $383,790 for the year 
ending June 30, 1937, and $330,584 
for the year ending June 30, 1938. 
In computing these annual allowances, 
the Commission determined that as of 
June 30, 1937, the reproduction cost 
new, less depreciation, of gas well con- 
struction and equipment totaled $1,- 
819,261. To this was added general 
overhead charges of 10.4775 per cent 
or $190,613. From the total of these 
two was subtracted the sum of $303,- 
382, which represents salvage on gas 
well equipment, leaving a net valua- 
tion of these two accounts in the sum 
of $1,706,492. 

Using the “decline in rock pressure” 
method to determine the percentage of 
exhaustion of these wells, the Com- 
mission found that the annual rate of 
depletion for the year ending June 
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30, 1937, was 22.49 per cent and for 
the year ending June 30, 1938, 19.37 
per cent. Using these percentages, the 
Commission computed the annual al- 
lowances above set forth. 

The Commission computed the rea- 
sonable annual charges to be allowed 
for the depletion of leaseholds and 
natural gas rights for the years ended 
June 30, 1937, and June 30, 1938. 
The evidence shows that the operated 
leaseholds owned by the East Ohio 
Gas Company totaled 31,755 acres. 
Of these the company has purchased 
4,031 acres for which the company 
originally paid $2,019,643. After 
computing the remaining reserves, and 
allowing for prior depletions, the 
Commission found that these pur- 
chased acres had a valuation of $713,- 
242 as of June 30, 1937. After com- 
puting the percentage of this available 
gas reserve as of June 30, 1937, which 
was withdrawn during the year end- 
ing June 30, 1937, and the year end- 
ing June 30, 1938, as 20.54 per cent 
and 13.50 per cent respectively, the 
Commission fixed the annual allow- 
ance for depletion of these leases at 
$146,500 for the year ending June 30, 
1937, and $96,288 for the year end- 
ing June 30, 1938. 

In considering the 27,724 acres 
which constituted leaseholds developed 
by the company, the Commission 
found their value to be $1,940,680. 
The evidence shows that the company 
carried these acres in the capital ac- 
count at a valuation of $235,205. 
However, the company presented evi- 
dence that to acquire and develop these 
leases it actually spent, exclusive of 
expenditures on wells that proved non- 
productive, in excess of $6,000,000 
or approximately $220 per acre. Aft- 
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er reducing this development cost by 
the amount of exhaustion, the com. 
pany showed a remaining development 
cost of slightly less than $2,000,000 
or $71.31 per acre on the average. 

These development costs include the 
sums spent by the company in acquir. 
ing, carrying, and canceling unoperat- 
ed acres which eventually proved non- 
productive but which the East Ohio 
Gas Company had to acquire, test and 
cancel in order to locate the productive 
acres. They do not include expendi- 
tures for current delay rentals, which 
are a part of the cost of developing 
acreage not presently used. 

The Commission, therefore, fixed 
the value of the company’s 27,724 
acres of developed leases at an average 
of $70 per acre, or a total of $1,940- 
680 as of June 30, 1937. After finding 
also that the estimated reserves recov- 
erable as of June 30, 1937, were 28- 
660,000,000 cubic feet, and that 21.80 
per cent of this reserve was withdrawn 
in the year ending June 30, 1937, and 
19.74 per cent in the succeeding year, 
the Commission found and authorized 
an annual allowance for depletion for 
the year ending June 30, 1937, in the 
sum of $423,068, and for the year 
ending June 30, 1938, the sum of 
$383,090. 

Considering then the other expenses 
properly allowable, the Commission 
found that an annual allowance for 
depreciation of the depreciable prop- 
erty of the company of 14 per cent was 
reasonable and proper, and that the 
gas purchased from the Hope Natural 
Gas Company plus that produced by 
the East Ohio Gas Company for use 
in the city of Cleveland, after adding 
thereto the operating expenses allowed 
by the Commission, cost the East Ohio 
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Gas Company 38.20 cents per thou- 
sand cubic feet at the Cleveland gate 
for the year ending June 30, 1937, and 
39.49 cents per thousand cubic feet 
for the year ending June 30, 1938. 
Using the valuation of distribution 
property determined by the Commis- 
sion as of June 30, 1937, the Commis- 
sion found that after adding taxes, 
the cost of this rate case, the expenses 
of distributing the gas within the lim- 
its of the city of Cleveland, and a re- 
turn on the valuation at the rate of 64 
per cent to the gate cost of gas, and 
after deducting the revenue collected 
from the sale of regular industrial gas, 
the net cost of domestic and commer- 
cial gas in the city of Cleveland for 
the year ending June 30, 1937, aver- 
aged 68.88 cents per thousand cubic 
feet and for the year ending June 30, 
1938, 71.25 cents per thousand cubic 
feet. And by adjusting the valuation 
of the property allocated to Cleveland 
to show the decline in material prices 
that took place between June 30, 1937, 
and June 30, 1938, the Commission 
determined that on a valuation adjust- 
ed to June 30, 1938, the cost of do- 
mestic and commercial gas in the city 
for the year ending June 30, 1938, was 
70.70 cents per thousand cubic feet. 
The Commission then found that 
the penalty provided in the ordinance 
to the effect that the company’s returns 
under the ordinance should be dis- 
counted 2 per cent for variations in 
heat content or for pressures below 
standard was unfair and unreason- 
able; that the provision that in the 
event of inadequacy of its gas supply 
the company should apportion its 
available supply among the municipal- 
ities to which the company was under 
obligation to furnish gas was also un- 
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fair and unreasonable, and in violation 
of § 614-15, General Code; and that 
the provision purporting to give the 
city of Cleveland, Ohio, the right to 
terminate the right of the company 
to operate further under the ordinance 
for certain violations was in conflict 
with the provisions of §§ 504-2 and 
504-3, General Code, and should be 
and were abrogated. 

To this finding of the Commission 
and the substitute rates established, 
the city of Cleveland, on January 14, 
1939, filed a motion to vacate, on the 
ground that the rates and charges 
fixed by the Commission’s order of 
January 10, 1939 (27 PUR(NS) 
387) as a substitute for the rates fixed 
by the city of Cleveland in ordinance 
No. 106,556, were merely maximum 
rates, and were not rates for the en- 
tire service of the East Ohio Gas Com- 
pany in the city of Cleveland. 

The Commission, in a finding and 
order dated January 20, 1939, clarified 
its findings of January 10, 1939, by a 
statement that the schedule of rates 
therein fixing substitute rates did not 
apply to regular and special industrial 
gas sold in the city of Cleveland but 
was a rate schedule for domestic and 
commercial gas, and not merely maxi- 
mum rates. 

Since throughout the hearings, the 
evidence of both the city and the com- 
pany was directed to the determination 
of the proper rates for domestic and 
commercial gas as sold in the city of 
Cleveland, the Commission proceeded 
to credit against the total cost of gas 
the revenues during the ordinance pe- 
riod from sales of industrial gas at the 
rate schedules theretofore on file with 
the Commission during the ordinance 
period. Therefore, the Commission 
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in its supplemental order stated, in 
substance, as follows: 

That the rates, prices and charges 
found to be just and reasonable for 
service furnished by the East Ohio 
Gas Company in the city of Cleveland, 
Ohio, and by the order of January 
10, 1939, substituted for the rates 
fixed by the city, were not intended 
to be and were not maximum rates, 
but were the rates and rate structure 
applicable to natural gas supplied to 
domestic and commercial consumers 
in the city of Cleveland, Ohio. 

The just and reasonable rates and 
charges for regular industrial gas fur- 
nished by the East Ohio Gas Company 
for public and private consumption 
in the city of Cleveland for the period 
from June 30, 1937, to January 1, 
1938, were the rates set forth in the 
East Ohio Gas Company’s schedule of 
rates for “gas supplied for industrial 
purposes” as on file with the Commis- 
sion during the period, which pro- 
vided, in effect, the following rate 
schedule: 

Per M 
cu. ft. 

For the first 2,000 cu. ft., or any portion 
thereof, each month O¢ 
For the next 8,000 cu. ft. each month 55¢ 


For the next 190,000 cu. ft. each month 60¢ 
For all over 200,000 cu. ft. each month 48¢ 


Minimum charge, 75 cents per meter per 
month, with penalty of 5 cents per M cu. ft. 
for failure to pay the bill therefor within ten 
days from the date ci maturity. Gas supplied 
under this classification was subject to dis- 
continuance at any time at the will of the 
company. 

From January 1, 1938, to the effec- 
tive date of this supplemental order, 
January 20, 1939, the Commission 
found that the just and reasonable 
rates and charges for regular indus- 
trial gas for public and private con- 
sumption in the city of Cleveland were 
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the rates on file with the Commission 
during this period, which were, in ef. 
fect, as follows: 


Per M 
cu. ft, 
For the first 2,000 cu. ft., or any portion 
thereof, each month 
For the next 8,000 cu. 
For the next 190,000 cu 
For the next 4,800,000 cu. ft. each month 
For the next 5,000,000 cu. ft. each month 
For all over 10,000,000 cu. ft. each month 40¢ 


. each month 
each month 


The same provisions in regard to 
minimum charges, penalties for late 
payment and for discontinuance of 
service, which were in the previous 
schedule, were included. 

For the period from January 20, 
1939, to June 30, 1939, the Commis- 
sion established the following rate 
schedule for regular industrial gas 
furnished by the company for public 
and private consumption in the city of 
Cleveland : 

Per 100 
cu. ft. 


For the first 400 cu. ft. or less, or none, 
measured through any one meter, per 


month, 80 
For the next 199,600 cu. 


For the next 4,800,000 cu. 
For the next 5,000,000 cu. ft. each month 4.4¢ 
For all over 10,000,000 cu each month 4.0¢ 


If the bill is not paid within ten days after 
the maturity established therefor, 5 cents ad- 
ditional per M cu. ft. per month. ; 

Gas supplied under this classification will 
be subject to discontinuance at any time at 
the will of the gas company. 

The Commission also fixed the rates 
to be charged for special industrial gas 
furnished by the East Ohio Gas Com- 
pany for public and private consump- 
tion in the city of Cleveland from June 
30, 1937, to July 1, 1938, at the rates 
set forth and on file with the Commis- 
sion for this period. This schedule of 
rates provided the prices at which nat- 
ural or mixed gas would be furnished 
to consumers who had two or more 
manufacturing plants in one or more 


. each month 5.5¢ 
. each month 4.8¢ 
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municipalities served by the East Ohio 
Gas Company, provided that the con- 
sumer took a minimum each month of 
40,000,000 cubic feet if he operated 
two plants, 60,000,000 cubic feet if 
he operated three plants, 80,000,000 
cubic feet if he had four plants and 
100,000,000 cubic feet if he had five 
or more plants in municipalities served 
by the company. These rates were: 
First 25,000,000 cu. ft. each month at a total 
of $10,980. 
All over 25,000,000 cu. ft. 38¢ per thousand 
cu. ft. 

These rates were subject to the fol- 
lowing discount if paid within ten 
days of the date of maturity: 

First 25,000,000 cu. ft. each month $750. 
All over 25,000,000 cu. ft. each month, 3¢ 
per M cu. ft. 

Gas supplied under this classifica- 
tion was subject to be discontinued at 
the will of the gas company. 

For the period from July 1, 1938, 
to June 30, 1939, the remaining period 
covered by the ordinance, the Com- 
mission adopted and established the 
rate schedule on special industrial gas 
on file with the Commission during 
this latter period. This schedule was 
identical with the one in effect im- 
mediately prior to July 1, 1938, with 
the exception that a somewhat lower 
rate was established as follows: 

First 25,000,000 cu. ft. each month at a total 
of $10,980. 
All over 25,000,000 cu. ft. 35.5¢ per M cu. ft. 

The same discounts were allowed 
for prompt payment that were set 
forth in the prior ordinance and the 
same discontinuance clause was in- 
cluded. 


Finally, the Commission affirmed 
the schedule, rates, prices and charg- 
¢s for natural gas furnished by the 
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East Ohio Gas Company to the citi- 
zens and private consumers and to the 
public buildings, grounds, streets, 
lanes, alleys, avenues, and market 
places in the city of Cleveland which 
the Commission found just and rea- 
sonable in the order of January 10, 
1939, as supplemented by the order 
of January 20, 1939, and ordered that 
they remain in full force and effect 
for two years from the effective date 
of the ordinance. 

The motion of the city of Cleveland 
to vacate the order and findings of the 
Commission under the date of Janu- 
ary 10, 1939, was thereupon over- 
ruled. 

From the original finding and or- 
der dated January 10, 1939, and the 
supplemental order dated January 20, 
1939, both the East Ohio Gas Com- 
pany and the city of Cleveland appealed 
to this court. Cause No. 27494 is the 
appeal of the East Ohio Gas Company 
from both findings; Cause No. 27505 
is the appeal of the city of Cleveland 
from the finding and order dated 
January 10, 1939; and Cause No. 
27506 is the appeal of the city of 
Cleveland from the supplemental find- 
ing and order dated January 20, 1939. 


APPEARANCES: Jones, Day, Cock- 
ley & Reavis and Walter J. Milde, all 
of Cleveland, for East Ohio Gas Co.; 
Henry S. Brainard, Director of Law, 
Spencer W. Reeder, Charles F. Carr, 
and Ezra Z. Shapiro, all of Cleveland, 
and James W. Huffman, of Columbus, 
for city of Cleveland ; Thomas J. Her- 
bert, Attorney General, and Kenneth 
L. Sater, of Columbus, for Public 
Utilities Commission. 


By the Court: It is contended by 
counsel for the city of Cleveland that 
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§ 614-46, General Code, as applied 
to the facts of this case, and the action 
of the Commission thereunder are un- 
constitutional. 


Constitutionality of Appeal Statutes 


Counsel for the gas company urge 
that a consideration of the constitu- 
tional questions presented in the brief 
of the city is precluded by reason of 
the fact that such questions were not 
raised before the Commission and are 
not referred to or stated in the applica- 
tion for rehearing before the Com- 
mission. In support of that position, 
§ 543, General Code, is relied upon. 
That section provides for the filing of 
an application for rehearing and re- 
quires that the application “shall set 
forth specifically the ground or 
grounds on which the applicant con- 
siders said decision or order to be un- 
reasonable or unlawful.” Supporting 
cases cited are Tiffin v. Public Utili- 
ties Commission (1924) 110 Ohio St 
659, 145 NE 32; Travis v. Public 
Utilities Commission, 123 Ohio St 
355, PUR1931D 106, 175 NE 586; 
and Dover v. Public Utilities Com- 
mission (1933) 126 Ohio St 438, 185 
NE 833. 


In the first of these cases, it appears 
that no application for rehearing had 
ever been filed, and in the last case, 
the application for rehearing had not 
been filed within the required time. It 
is stated in the syllabus in the Travis 
Case, supra, that “the filing of an ap- 
plication for rehearing before the Pub- 
lic Utilitites Commission is a juris- 
dictional prerequisite to an error pro- 
ceeding from the order of the Com- 
mission to this court, and only such 
matters as are set forth in such appli- 


35 PUR(NS) 


cation can be urged or relied upon in 
an error proceeding in this court.” 

The specific question here presented 
is referred to only in the Travis Case. 
It there appears that Krumm, a trustee, 
who, as such, was the owner and hold- 
er of bonds of the utility company in- 
volved, filed his petition in this court 
under claim or right as presenting a 
debatable constitutional question, in 
which he sought review of the same 
order complained of by other parties 
in other cases which were jointly pre- 
sented. Having reference to the con- 
tention made by counsel for Krumm 
that the record presented a question 
arising under the Constitution and that 
therefore he could file his petition in 
error as of right, it is stated in the 
opinion that “this question need not 
be decided, because, if a constitutional 
question be conceded, the proceeding 
must be filed within the time limited 
for prosecuting error from the Com- 
mission.” 

In the instant case, the application 
for rehearing was filed and the appeal 
taken within the required time. It 
seems quite obvious that the require- 
ment of the filing of an application for 
rehearing contemplates the enumera- 
tion only of the grounds which the 
Public Utilitites Commission would 
be authorized to consider and deter- 
mine. It was the manifest duty of 
the Commission to proceed under and 
in accordance with the terms and pro- 
visions of the statute with the assump- 
tion of its constitutionality. Constitu- 
tionality of statutes is a question for 
the courts and not for a Board or 
Commission. 

The provisions of § 4, Art. XVIII, 
of the state Constitution, confer au- 
thority upon municipalities to contract 
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with a public utility for its product or 
service. Such contracts are entered 
into by the passage of an ordinance 
fixing the rate and terms for such 
product and service for a specified pe- 
riod and the filing of a written accept- 
ance thereof by the company. A con- 
tract so entered into is binding upon 
both parties and is not subject to re- 
view by the Public Utilitites Com- 
mission. Link v. Public Utilities 
Commission, 102 Ohio St 336, PUR 
1921E 72, 131 NE 796; Akron v. 
Public Utilities Commission (1933) 
126 Ohio St 333, 185 NE 415; Cleve- 
land v. Cleveland City R. Co. (1904) 
194 US 517, 48 L ed 1102, 24 S Ct 
756; Columbus R. Power & Light Co. 
v. Columbus, 249 US 399, 63 L ed 
669, PUR1919D 239, 39 S Ct 349, 
6 ALR 1648. 


[1] It does not appear, however, 
in this instance that there is any ex- 
isting contract between the city of 
Cleveland and the utility fixing the 
rate and terms for product or service. 
In the absence of such contract, the 
Public Utilities Commission is au- 
thorized by § 614-46, General Code, 
upon hearing upon appeal to fix and 
determine the just and reasonable rate 
and order the same substituted for the 
rate fixed by the ordinance, or it may 
find and declare the rate so fixed by 
the ordinance to be just and reasonable 
and ratify and confirm the same. Sec- 
tion 614-45, General Code, permits 
the utility to collect the former rate 
until the Commission passes on its 
validity, and the Commission is au- 
thorized not merely to fix the rate for 
the remainder of the ordinance period 
but to substitute a new rate for the 
entire period covered by the ordinance. 
We are unable to see anything in the 
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statutes or in their application by the 
Utilities Commission violative of the 
home rule provision authorizing a 
contract between the parties. 


An appeal to the Public Utilities 
Commission is provided for when the 
ordinance rate is not accepted, as was 
the case here. The effect of such ap- 
peal is clearly stated in the statutory 
provisions which have been discussed 
and applied in numerous cases. Serv- 
ice is to be continued, but the rate 
therefor will be such as is finally de- 
termined by the Commission, subject, 
of course, to review by this court. 
Pending hearing and final determina- 
tion, the immediately previous effec- 
tive rate may be charged if the utility 
enters into an undertaking as pre- 
scribed by statute. Such appeal does 
not constitute a waiver of the right to 
charge and collect such rate as may be 
finally established as the fair and rea- 
sonable rate. Cleveland v. Public 
Utilities Commission, 126 Ohio St 91, 
PUR1933E 73, 183 NE 924. 


Delay Rentals 


[2] Another controversy between 
the city of Cleveland and the East 
Ohio Gas Company grows out of the 
question as to whether the cost of 
canceled and abandoned leaseholds, 
held for a period of time before aban- 
donment to determine whether they 
could be made productive, should be 
treated as a part of the cost of the used 
and useful leaseholds retained by the 
company and operated by it in the 
production of gas, and should be in- 
cluded in the rate base. 

The city conceded that the nominal 
cost of acquisition of leases, which 
were drilled, found to be productive 
and transferred to operated lease- 
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holds, and the cost of delay rentals 
paid on these particular leases while 
unoperated during exploration up to 
the time they were drilled and found 
productive, with interest on these 
costs, may be properly carried into the 
tate base. 

The company, on the other hand, 
claims that not only these items should 
be included in the cost of operated 
leases, but that the nominal cost of the 
acquisition of unoperated leases can- 
celed in the process of exploration in 
the average amount of 52 acres unop- 
erated leases canceled to one acre 
found to be productive, and the delay 
rentals paid during the exploration 
period on these average 52 acres can- 
celed to one acre operated leases de- 
veloped, together with interest on these 
items, should also be charged in the 
rate base as a part of the actual cost 
of the presently operated used and 
useful leaseholds now in production. 

There is no disagreement that delay 
rentals paid on unoperated but retained 
leases, as distinguished from aban- 
doned and canceled leases, are not and 
should not be capitalized until these 
leases are operated, but these rentals 
are charged to operating expense in 
accordance with the Commission’s re- 
quirements as to accounting. All 
agree that such rentals should not be 
allowed and were not allowed as a cur- 
rent expense for rate-making purposes. 

Evidence admitted shows that in 
the thirty-two years (1906-1937), 
the company acquired and sorted about 
2,500,000 acres out of which it found 
approximately 48,060 acres of pro- 
ductive leases of which, in 1937, it op- 
erated 27,724 acres; that it canceled 
and abandoned 52 acres for each pro- 
ductive acre retained. Therefore, the 
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company claims that the cost of its 
48,060 operated acres drilled between 
1906 and 1937 includes the cost of ac- 
quiring and canceling leaseholds cov- 
ering 2,486,627 acres, together with 
the delay rentals paid thereon during 
the same years; that since only 27,724 
acres of the 48,060 operated lease- 
holds acres, which the company had 
drilled in its history, were still oper- 
ated in 1937, a proportional part of 
the total delay rentals paid and cost 
of acquisition of the leaseholds aban- 
doned, in the ratio that the present 
company drilled operated acreage bears 
to the total company operated acreage, 
should be capitalized as a part of the 
rate base. 


In addition to the 27,724 acres of 
operated leaseholds developed by the 
company itself, the record shows that 
it operated 4,031 acres which it pur- 
chased already developed. The com- 
pany claims that in this purchase from 
the owner there was included the en- 
tire cost of the operations of the own- 
er in finding these productive acres, 
corresponding to the cost of aban- 
doned leases and delayed rentals there- 
on in developing its own operated 
acres. 

For the purpose of showing that the 
cost of its developed leaseholds was 
reasonable, testimony was offered, re- 
ceived and undisputed to the effect that 
its 4,031 operated acres so purchased 
were estimated as having 6,686,000,- 
000 cubic feet remaining reserves val- 
ued at $713,242 or $177 per acre, or 
104 cents per thousand cubic feet of 
remaining reserves, or a cost of 3} 
cents per thousand cubic feet more 
than the cost of gas from operated 
acres which the company itself had 
developed under leases. 
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The Commission adopted substan- 
tially the view of the company on the 
subject of the cost of gas developed 
under leases and in its finding said 
(27 PUR(NS) at p. 400) : 

“The company presented evidence 
showing that to acquire and develop 
these leases it actually spent, exclusive 
of expenditures on wells that proved 
nonproductive, in excess of $6,000,- 
000, or approximately $220 per acre. 
It reduced this development cost by 
the amount of exhaustion on these 
leases to the date certain, showing a 
remaining development cost of slight- 
ly less than $2,000,000, or $71.31 per 
acre on the average. This is equiva- 


lent to about 7 cents per thousand cu- 
bic feet of remaining reserves. 

“These development costs neces- 
sarily include the sums spent by the 
company in acquiring, carrying, and 


canceling unoperated acres which 
eventually proved nonproductive but 
which the company had to acquire, 
test, and cancel in order to locate the 
productive acres in service on the date 
certain, They do not include expen- 
ditures for current delay rentals since 
these are a part of the cost of the de- 
velopment of future operated leases 
not presently used. This evidence on 
the part of the company was in nowise 
challenged and showed that the cost 
of developing its own gas supply by 
the methods it did use was substantial- 
ly less per acre and per thousand cubic 
feet of reserves than the cost of its 
purchased gas supply. 

“Upon consideration of all the evi- 
dence we fix the present value of the 
company’s 27,724 acres of developed 
leases at an average of $70 per acre, 
or a total of $1,940,680 as of June 30, 
1937. This finding places in the rate 
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base for acres developed by the com- 
pany a little less than 7 cents per thou- 
sand cubic feet as compared with 10} 
cents per thousand cubic feet of re- 
serves for acres purchased by the com- 
pany as operated, and as against 9.6 
cents per thousand cubic feet which 
the city recommended to be included 
for the value of the leaseholds pur- 
chased by the company as operated.” 

The city claims that the Commis- 
sion erred in its finding on this sub- 
ject and argues that this court, in the 
case of East Ohio Gas Co. v. Public 
Utilities Commission (1938) 133 Ohio 
St 212, 22 PUR(NS) 489, 12 NE 
(2d) 765, held that a depletion allow- 
ance could not include the cost of ac- 
quiring and carrying presently oper- 
ated acres, and, a fortiori, could not 
include the cost of unoperated acre- 
age abandoned or canceled. 

However, the Supreme Court of 
the United States in the case of Co- 
lumbus Gas & Fuel Co. v. Ohio Pub. 
Utilities Commission (1934) 292 US 
398, 78 L ed 1327, 4 PUR(NS) 152, 
54 S Ct 763, 766, 91 ALR 1403, re- 
versing this court (127 Ohio St 109, 
PUR1933D 238, 187 NE 7) indicates 
that in giving effect to the terms of the 
Ohio statute as providing a method of 
fixing the price for a utility product 
through a determination of the value 
of its property used and useful in the 
operation, a strict construction can- 
not be applied to a utility such as a 
gas company which suffers wasting 
assets. 

Justice Cardozo, speaking for the 
court in that case, said (4 PUR(NS) 
at p. 157): 

“We have seen in the Dayton Case 
[Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission (1934) 
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292 US 290, 78 L ed 1267, 3 PUR 
(NS) 279, 54 S Ct 647] that 

the Commission included among the 
operating expenses . an annu- 
al allowance of $4,158,954, to amor- 
tize the value of leaseholds 

(. . . then in use) and of the well 
structures and equipment used in con- 
nection therewith, and thus provide a 
fund that would restore the depleted 
capital when the gas had been exhaust- 
ed. The same allowance was made 
here. 

“Upon the appeal by the city of Co- 
lumbus to the supreme court of Ohio, 
the item thus allowed was excluded al- 
together. The court did not deny that 
without the creation of a fund to re- 
plenish wasting assets the affiliated 
seller would be left with only a salvage 
value for leases, wells, and fittings aft- 
er the exhaustion of the gas. It put 
its judgment upon the ground that the 
statute of Ohio defining the powers of 
the Commission and the method of ap- 
praisal makes no provision for deple- 
tion (General Code Ohio, §§ 499-9 to 
499-13), and that the statute, and 
nothing else, gives the applicable rule. 
We may assume in submission to the 
holding of that court that the amorti- 
zation allowance must be rejected if 
the rate-making process is to conform 
to the rule prescribed by statute, ir- 
respective of any other. That as- 
sumption being made, the conclusion 
does not follow that the statutory pro- 
cedure may set at naught restrictions 
imposed upon the states and upon all 
their governmental organs by the Con- 
stitution of the nation. 

“To withhold from a public utility 
the privilege of including a depletion 
allowance among its operating ex- 
penses, while confining it to a return 
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of 63 per cent upon the value of its 
wasting assets, is to take its property 
away from it without due process of 
law, at least where the waste is in- 
evitable and rapid. Plainly the 
state must either surrender the power 
to limit the return or else concede to 
the business a compensating privilege 
to preserve its capital intact. 

It is idle to argue that a company using 
up its capital in the operations of the 
year will have received the same return 
as one that at the end of the year has 
its capital intact and interest besides. 

“We hold that a fair price for gas 
delivered at the gateway includes a 
reasonable allowance for the depletion 
of the operated gas fields and the con- 
comitant depreciation of the wells and 
their equipment. What that allow- 
ance shall be has not yet been consid- 
ered by the supreme court of Ohio, in- 
vested with jurisdiction to review the 
law and facts. There will be 
power, we assume, to direct another 
hearing if the basis for an intelligent 
judgment is lacking in the record. 
When the allowance has been fixed 
and has been charged to operating ex- 
penses, it will supply the answer to 
other questions in controversy now. 
There will be no need, when that is 
done, to include in operating expenses 
a separate provision for the payment 
of ‘delay rentals’ upon leases in re- 
serve.” 

In view of the above discussion by 
the Supreme Court of the United 
States, what is meant by an allowance 
for wasting assets? Primarily, it un- 
doubtedly refers to an amortization of 
the decrease of gas reserves under a 
leasehold as the gas is removed. But 
all leaseholds taken by the company in 
good faith with the reasonable expec- 
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tation that gas may be found under- 
neath them, represent a cost to the 
company, and are, while held by the 
company, assets of the company. 
When some of such leaseholds must 
be abandoned because upon test it is 
found that they will not produce gas, 
there is a diminution or wasting of as- 
sets in the process which cannot well 
be differentiated from the diminution 
or wasting of assets on other pro- 
ductive leaseholds by the gradual re- 
moval of the gas reserves underneath 
them. In both cases, the leaseholds 
eventually become worthless and must 
be abandoned, and when so abandoned 
the company has suffered a waste of 
assets to the extent of the money in- 
vested in them. 

The cost of the unproductive aban- 
doned leaseholds, including delay rent- 
als while they were held by the com- 
pany, must be charged back as a loss 
and represents a wasted or wasting as- 
set. 

It must be apparent that the cost of 
acquiring, holding for a time during 
which delay rentals must be paid, test- 
ing and finally canceling unproductive 
acres is the only method by which pro- 
ductive gas acres can be found and 
developed, and it is equally apparent 
that this expense must be borne by the 
consumer who ultimately uses the gas 
from the productive acres. 

We think the Commission, in taking 
this position and in making its finding 
accordingly, was fully justified under 
the law. 


Gas Purchased from Affiliate 


Another complaint of the city of 
Cleveland is that “the Commission 
erred in making an excessive allow- 
ance for gas purchased from the af- 


filated [The] Hope Natural Gas Com- 
pany and in failing to find that the 
company has not sustained the burden 
of proving an allowance for payments 
to Hope in excess of 30 cents per thou- 
sand cubic feet at the Ohio river.” 

The aggravating cause of the un- 
ending and understandable strife on 
this point is the complicating fact that 
the East Ohio Gas Company and the 
Hope Natural Gas Company are af- 
filiated corporations, both being 
owned by the Standard Oil Company 
of New Jersey. This is the third time 
in six years that this price has been 
litigated. 

From the welter of figures in the 
record and briefs it appears that this 
contract price averaged 36.15 cents 
during the year ending June 30, 1937. 
During the following year the average 
was 36.82 cents per thousand cubic 
feet. 

The East Ohio Gas Company pur- 
chases approximately 70 per cent of its 
gas from the Hope Company whose 
producing fields are mainly in the 
northern part of West Virginia. 
About fifteen years ago this supply 
was found to be inadequate. To meet 
this difficulty the company extended 
its pipe-line system over one hundred 
miles to the southern part of West 
Virginia at a cost of more than $6,- 
000,000. It also entered into long- 
term contracts with a number of pro- 
ducers for a supply of gas. There is 
no evidence to indicate that these 
transactions were not conducted in 
good faith in order to meet the 
fluctuating seasonal demands. 


General Overheads 
[3] While the price allowed by the 
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Commission is liberal, this court would 
not be justified in holding it excessive. 
The Commission’s finding with re- 
spect to general overheads reads as 
follows (27 PUR(NS) at p. 404): 

“General Overheads. General over- 
heads are a matter of proper estimate. 
Ohio Utilities Co. v. Public Utilities 
Commission, 267 US 359, 69 L ed 
656, PUR1925C 599, 45 S Ct 259. 
The general overheads set forth in 
Table 1 are based upon the percentages 
agreed to between the parties in the 
former Cleveland Case (E. O. X. 19, 
pp. 19-20), agreed to between the 
company and the present city experts 
in the Akron Case (E. O. X. 3, p. 9, 
17 PUR(NS) 433, 440), used by the 
company, Commission and city en- 
gineers throughout their reports and 
valuations made in connection with 
this case and testified to by Mr. 
Rhodes as less than are actually en- 
countered in the construction of large 
natural gas properties.” 

The total general overhead allowed 
is 16 per cent of the estimated repro- 
duction cost new, broken down as fol- 
lows: Interest during construction— 
7 per cent; preliminary organization 
expense—0.5 per cent; taxes during 
construction—2 per cent; engineering 
and superintendence during construc- 
tion—4.5 per cent; and administra- 
tive and legal expense during con- 
struction—2 per cent. 

The city of Cleveland does not con- 
test the items but merely the percen- 
tages allowed. 

The city’s contention is that the al- 
lowance was excessive because made 
on the basis of theory and not on the 
basis of the actual experience of the 
company, and that the finding was 
therefore arbitrary and unreasonable. 
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The record discloses that the city 
of Cleveland and the East Ohio Gas 
Company had agreed upon a schedule 
of general overhead allowances for 
1931, which schedule was again used 
in the instant case. The city of Cleve- 
land contends that it was error to use 
this schedule as of June 30, 1937, 
because economic conditions have 
changed since 1931, and figures which 
were then applicable are no longer rea- 
sonable when applied to the year 1937. 
It must be noted, however, that the 
record fails to disclose any evidence 
submitted by the city showing, or 
tending to show, what figures would 
be applicable and reasonable for the 
year 1937. It was only after all the 
evidence had been introduced into the 
record that the city, through its coun- 
sel, for the first time raised the ques- 
tion in argument. 


The proceeding is here for review 
on the record, and to the record we 
are obliged to confine ourselves. The 
city contends that the figures which 
the Commission used and adopted are 
conjectural. Yet the record contains 
no evidence adduced by the city show- 
ing what figures are not conjectural. 
On the other hand, there is a substan- 
tial basis in the evidence contained in 
the record for the Commission’s esti- 
mate that the general overheads would 
amount to 16 per cent as above set 
forth. Thus, there is in evidence an 
agreement between the company and 
the city, entered into in 1933, stipulat- 
ing that 16 per cent should be the al- 
lowance for general overhead in 1931. 
There is also in evidence a report, 
bearing date of January, 1936, from 
the city engineers to the city council, 
which contains the same general over- 


head figures. On December 17, 1936, 
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a city engineer and a gas company en- 
gineer made a joint report to the city 
council in which all general overheads 
were computed in accordance with the 
1931 schedule of general overheads. 
The work sheets of the city engineer, 
made in connection with the report 
he submitted to the city council on 
April 1, 1937, show that he used the 
same schedule of general overheads. 
It is thus seen that the 1931 schedule 
of general overhead estimates was 
used as a basis by the city engineers, 
relied upon by them and never ques- 
tioned, and that the city introduced no 
evidence in derogation thereof. The 
attack against the 1931 schedule came 
not in the form of evidence introduced 
into the record by witnesses competent 
to express expert opinions, but it came 
by argument of counsel after the evi- 
dence was all introduced. The func- 
tion of argument is to interpret and 
not to replace evidence. Whether it 
was right or wrong for the Commis- 
sion to use the 1931 estimate as a basis 
must be judged by the evidence alone. 
Yet we find no evidence in the record 
which disputes the correctness of the 
1931 estimate which the Commission 
used as a basis for its allowance in this 
case. There is no testimony in the 
record adduced by the city engineers 
that the 1931 estimate, as applied to 
1937, is excessive, or that it would be 
unfair to apply it. In view of the state 
of the record, acceptance of the 1931 
estimate of the general overhead for 
1937 was not arbitrary, but, on the 
contrary, its rejection would have been 
arbitrary. Its acceptance was based 
on evidence which was not contradict- 
ed or in any way challenged by com- 
petent evidence of the city. Being 
supported by substantial evidence, the 


finding of the Commission cannot be 
said to be arbitrary. 

With respect to the question of rea- 
sonableness, suffice it to say that the 
Commission is protected by the pre- 
sumption that its findings and orders 
are just and reasonable. 

With respect to the city’s contention 
that the 16 per cent allowance was 
excessive because the company of- 
fered no evidence that such an amount 
had been actually expended in the 
construction of its property, or that it 
would necessarily be expended in re- 
producing the property, suffice it to 
say that the amount to be allowed for 
general overhead charges does not de- 
pend upon proof of actual expendi- 
tures originally made, but depends up- 
on estimate. Ohio Utilities Co. v. 
Public Utilities Commission, supra. 

Among the percentages contested is 
the rate of interest allowed, the city 
arguing that 7 per cent is too high. 
While this court will take judicial no- 
tice of a decline in the general interest 
rate, it will not take judicial notice of 
the amount of the decline. There is 
no evidence in the record, either of the 
fact of decline or of the amount. 
The only evidence in the record bears 
upon the rate of interest on call money 
and hence is not here applicable. 


Leakage and Unaccounted for Gas 


[4] The city challenges the allow- 
ance of 4,000,000,000 cubic feet per 
annum fixed by the Commission for 
leakage and unaccounted for gas in 
the Hope system and contends that 
a fair and reasonable allowance would 
be 1,000,000,000 cubic feet which was 
the amount fixed by the Commission 
in the former Cleveland and Akron 
cases. The Commission in its findings 
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asserts that the record contains “sub- 
stantial additional factual evidence” 
supporting the present allowance. 

The East Ohio Gas Company meas- 
ures all but a small fraction of its gas 
whether produced by itself or pur- 
chased from others. On the other 
hand Hope measures the gas it buys 
from others but does not meter all the 
gas produced from its own wells; con- 
sequently it is impossible to determine 
with absolute accuracy Hope’s leak- 
age and unaccounted for gas, and 
methods of computation must be re- 
sorted to. 

The city’s contention is grounded 
mainly upon the testimony of A. P. 
Learned, an expert. Basing his com- 


putation upon the leakage experience 
of the East Ohio Gas Company, he 
fixed the leakage and unaccounted for 
gas of Hope at 100,000 cubic feet per 
mile per year or 1,000,000,000 cubic 


feet per year for the whole system. 

The company’s expert, George I. 
Rhodes, recites facts which tend to 
show that Learned’s conclusions are 
wrong and inaccurate even if the East 
Ohio Gas Company’s experience is 
used as the basis for calculation. 
Rhodes also advanced what he claims 
is a more accurate formula. He took 
Hope’s books and from them found 
the ratio of metered to calculated pro- 
duction. By applying this ratio to the 
average annual calculated production 
from all wells he found the average 
annual equivalent metered production 
from all wells. From the amount ob- 
tained he subtracted the average an- 
nual accounted for production. The 
result was 4,779,000,000 cubic feet 
which he found to be the average an- 
nual unaccounted for gas from pur- 
chases and production. 
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To prove the accuracy of his form- 
ula, Rhodes took the experience of 
other West Virginia companies as 
found in reports made by them to the 
West Virginia Public Service Com- 
mission and showed that their line 
loss per mile exceeded that of Hope 
as he estimated it. 

The Commission was warranted in 
fixing 4,000,000,000 cubic feet per 
annum (which is an amount less than 
Rhodes’ estimate) by expert testi- 
mony and “substantial additional fac- 
tual evidence.” The finding in this 
behalf is not unreasonable, unlawful 
or against the manifest weight of the 
evidence. 


Rate of Return 


[5] The East Ohio Gas Company 
contends that the Commission erred in 
allowing a rate of return of only 6} 
per cent, whereas the Commission 
should have allowed, and erred in fail- 
ing to allow, a return of at least 7} 
per cent. The company contends also 
that the Commission erred in fixing a 
rate of return of only 63 per cent as 
reasonable for the Hope Natural Gas 
Company, where as a rate of return of 
at least 8 per cent would be reasonable. 

On the other hand the city claims 
the Commission erred in finding that a 
return of 54 per cent “would be not 
only unfair and unreasonable but bor- 
der on the line of confiscation,” and in 
failing and refusing to find and con- 
clude as requested by the city that even 
a 5 per cent return on the present fair 
value would be nonconfiscatory. 

The Commission in its finding upon 
a fair rate of return for the period 
between June 30, 1937, and July 1, 
1939, relied upon the case of East 
Ohio Gas Co. v. Public Utilities Com- 
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mission (1938) 133 Ohio St 212, 22 
PUR(NS) 489, 12 NE(2d) 765, 
which involved fixing the rates in Ak- 
ron for a 4-year period from May 
19, 1933, to May 19, 1937. In the 
Akron proceeding the company insist- 
ed upon a return of 74 to 8 per cent 
and the city a rate of 6 per cent as ade- 
quate. In the present case the Com- 
mission recognized its duty of estab- 
lishing a rate which would be higher 
than the line of confiscation and quot- 
ed the following from page 229 of 
133 Ohio St (22 PUR(NS) at p. 
500) of the opinion of this court in 
the Akron Case: “A return of 63 
per cent on the valuation was allowed 
by the Commission, which is similar to 
that allowed in other cases before this 
court for approximately the same peri- 
od. A rate of return may vary as to 
times depending on business condi- 
tions, but it must be one that shall be 
reasonably sufficient to assure confi- 
dence in the financial soundness of 
the utility. Bluefield Water Works 
& Improv. Co. v. West Virginia Pub. 
Service Commission, 262 US 679, 
692, 67 L ed 1176, PUR1923D 11, 
43 S Ct 675, 678. 

On the same page of the opinion 
Judge Gorman said that “a rate of 
return of 64 per cent during the early 
years of the [Akron] ordinance would 
be high, but that during the latter 
years was fair and reasonable. It is 
not a rate that could be said to be 
confiscatory.”’ 

The Commission stated in the pres- 
ent rate-making proceeding (27 PUR 
(NS) at p. 412): “The record in 
this case discloses a substantial im- 
provement in business conditions and 
resultant corporate earnings over the 
average prevailing during the peri- 
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od of the Akron ordinance and 
offer the 1931-36 period of the 
Cleveland ordinance involved in the 
former Cleveland Case (4 PUR(NS) 
433) and in our opinion a 
rate of return of but 54 per cent as 
suggested by the city would be not 
only unfair and unreasonable but 
border on the line of confiscation, while 
on the other hand we are not satisfied 
that conditions warrant a rate of re- 
turn of 7} per cent as claimed by the 
company.” 

The conclusions of the Commission 
as to the rate of return are supported 
by the record and a rate of 6} per cent 
is sufficient to assure confidence in the 
financial soundness of the gas compa- 
nies, is not confiscatory and is not 
unfair or unreasonable as between the 
public and the utilities. 


Practice and Procedure 


[6] The city of Cleveland, contends 
there were errors in practice and pro- 
cedure committed by the Commission 
of such a material nature as to require 
a reversal and a remand of the cause. 

These alleged errors relate to the re- 
fusal to grant a stay of the proceed- 
ings until the Federal Power Com- 
mission had acted on the city’s applica- 
tion for an investigation of the rate 
charged by the Hope Natural Gas 
Company to the East Ohio Gas Com- 
pany at the Ohio river; denying the 
city an opportunity to inspect full pipe 
lengths of transmission lines; failing 
to require the East Ohio Gas Compa- 
ny to produce available evidence of 
the original cost of its properties ; and 
failing to require the gas company to 
produce relevant and material evi- 
dence on other controlling matters, in- 
cluding the river rate. 
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As to the first complaint, the Com- 
mission had before it a rate ordinance 
of only two years’ duration, expiring 
July 1, 1939, and had to move with 
celerity in the main objective of fixing 
the fair and reasonable rate which the 
consumers should pay for their gas as 
it came from the burner tips on their 
premises. And in so doing it was the 
duty of the Commission to fix a rate 
in Cleveland as of June 30, 1937. 
Any river rate the Federal Power 
Commission might designate would be 
of an entirely prospective nature and 
would consequently be of no benefit or 
controlling force in the present pro- 
ceedings. 

It was found by the Commission 
that the principal purpose of the city 
in demanding the right to inspect the 
pipes comprising the transmission 
lines was to reassert its theory that an 
accrued depreciation should be based 
on the deepest pit in a 20-foot length 
of pipe. This method for determining 
accrued depreciation had been rejected 
by the Commission in at least two 
previous cases, as unsound and im- 
practical, and the Commission adopted 
a formula or test to determine this ele- 
ment, which was denoted as fair and 
adequate in the case of East Ohio Gas 
Co. v. Public Utilities Commission, 
supra, known as the Akron Case. 

As to the claimed error on the part 
of the Commission in not requiring 
the East Ohio Gas Company to pro- 
duce a statement of the original cost of 
its properties, it was testified by the 
company accountants that such cost 
did not appear upon the company 


books with any completeness, was not 
readily ascertainable from any other 
source and, if it could be obtained, 
would not prove definite or satisfac. 
tory in determining the fact for which 
it was desired. 

The city did not offer evidence to 
disprove these statements nor did it 
avail itself of the opportunity to ex- 
amine the company’s books to deter- 
mine any such costs. Besides, in 
Ohio, there is no statute requiring the 
Commission to consider evidence of 
original cost in fixing a fair and rea- 
sonable rate if such rate can be deter- 
mined on other reliable bases. 

Concerning the complaint that the 
Commission erred in not ordering the 
company to produce other evidence, 
the Commission determined, under the 
circumstances, that the company was 
not obligated to do so. However, the 
company’s records were made avail- 
able to the city, its engineers and ac- 
countants, so that the information 
could be ascertained and presented by 
the city if it deemed the same of im- 
portance in the proceeding. 

A careful examination of the 
claimed errors in connection with 
practice and procedure fails to show 
anything of sufficient gravity to war- 
rant a reversal. 

For the reasons stated the orders of 
the Commission are not unlawful or 
unreasonable and they are therefore 
affirmed. 

Orders affirmed. 


Weygandt, C. J., and Day, Zimmer- 
man, Williams, Matthias, and Hart, 
JJ., concur. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


George H. Cole et al. 


Latrobe Water Company 


[Complaint Docket No. 12745.] 


Public utilities, § 23 — Tests of status — Compensation for service. 
1. A company owning and operating facilities for impounding, distribut- 
ing, and furnishing water for compensation does not cancel its established 
relationship with water users by the mere failing or refusing to collect 
some of the compensation while continuing the relationship in all other 


respects, p. 182. 


Public utilities, § 121 — What constitutes — Water. 
2. A water company which owns and operates facilities for impounding, 
distributing, and furnishing water for compensation to those of the public 
who receive water from its transmission mains between its filtration plant 
and a certain reservoir is in de facto public utility relationship to such 
members of the public and in furnishing water service to the public is 
doing so within the meaning of the public utility law, p. 182. 


Service, § 480 — Discontinuance — Raw water — Violation of permit. 
3. The Commission must order a water company to cease and desist the 
serving of raw water not subjected to filtration and chlorination to the pub- 
lic, in violation of the terms of a permit from the state department of health, 


p. 182 


Service, § 480 — Duty to serve — Cost of service — Water. 
4. A water company need not furnish water to a group of consumers to 
which it has been furnishing raw water illegally, in violation of a state 
permit, where the necessary facilities to furnish filtered and chlorinated 
water would cost in excess of a reasonable sum, p. 182. 


[June 10, 1940.] 


(oe against discontinuance of water service; compa- 
ny ordered to cease furnishing raw water without filtration 
and chlorination and complaint dismissed. 


By the Commission: Complain- 
ants seek to have the Latrobe Water 
Company continue to supply water to 
them and to others. The present sup- 
ply of water to their premises is from 
respondent’s raw water transmission 
main in Ligonier, Unity, and Derry 
[12] 
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townships of Westmoreland county, 
between its Trout run reservoir and 
its filter plant. The respondent gave 
written notice to each of the users 
of water from this transmission main 
that it would discontinue this water 
supply to their properties on May 1, 
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1939, later extending the time to May 
15, 1939. As a result of these no- 
tices, the complainants made applica- 
tion in the court of common pleas of 
Westmoreland county that an injunc- 
tion issue restraining the Latrobe Wa- 
ter Company from discontinuing the 
water supply. On May 15, 1939, the 
court ordered and decreed that a pre- 
liminary injunction issue, whereupon 
complainants filed the instant com- 
plaint with the Commission. 

Hearings were held June 5, 1939, 
June 26, 1939, and September 28, 
1939. The parties filed briefs with 
the Commission and oral argument 
before the Commission was on Jan- 
uary 29, 1940. 

The Latrobe Water Company was 
chartered November 13, 1883, by the 
commonwealth of Pennsylvania, un- 
der the Act of April 29, 1874, for the 
purpose of supplying water to the 
public in the borough of Latrobe, in 
Westmoreland county. Derry Town- 
ship Water Company was chartered 
June 26, 1884, under the same act 
for the purpose of supplying water to 
the public in the township of Derry, 
Westmoreland county. On April 8, 
1885, that company was merged with 
the Latrobe Water Company so that 
the charter territory of the Latrobe 
Water Company now is borough of 
Latrobe and Derry township. The 
service territory of the Latrobe Wa- 
ter Company was extended in 1906 
under the provisions of Act of 1901, 
P. L. 270, to include the village of 
North Latrobe, which is adjacent to 
Latrobe and is a community in a small 
portion of Unity township, approxi- 
mately 3 miles from the portion of 
Unity township traversed by respond- 
ent’s raw water transmission line. 
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Prior to 1920, the supply of water 
for the Latrobe Water Company was 
taken from Loyalhanna creek at 
Kingston station and pumped to the 
present filtration plant from which the 
treated water discharged into the ad- 
jacent filtered water reservoir, in Der. 
ry township, about one mile from La- 
trobe borough. Loyalhanna creek 
became so contaminated with sewage 
and mine drainage that the respond- 
ent obtained another source of water 
supply. About 1920, the water com- 
pany erected a dam in Ligonier town- 
ship on Trout run, about 1} miles 
from its junction with the Loyalhanna 
creek, to form an impounding reser- 
voir holding about 400,000,000 gal- 
lons, to store a supply of water, and 
constructed a new connecting 24-inch 
pipe line about 6 miles long. The 
water from the Trout run reservoir is 
transmitted by gravity, through this 
24-inch pipe line which follows ad- 
jacent to Trout run and Loyalhanna 
creek in Ligonier, Unity, and Derry 
townships, to the pumping station at 
Kingston and thence it is pumped to 
the filtration plant. Use of this wa- 
ter and this 24-inch line began about 
July 1, 1920. 

The properties of the complainants 
are located along the route of this 
transmission main from which com- 
plainants now receive unfiltered and 
untreated water. 

The numbers of users of water 
from the raw water main, as shown 
by complainants’ Exhibit No. 11, are: 
Derry township, 14; Unity township, 
20; Ligonier township, 54; total 88. 
Complainants’ Exhibit No. 12 shows 
that others along the raw water line 
have indicated their desire for water 
service from respondent as follows: 
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Derry township, 3; Ligonier town- 
ship, 41; total 44. All of these total 
132, none of whom have made writ- 
ten application to the company for 
service, 

On October 28, 1920, the depart- 
ment of health of the commonwealth 
of Pennsylvania, in response to an 
application and following its engineer- 
ing study, issued Permit No. 2536 ap- 
proving, under certain stated condi- 
tions, of the use by the Latrobe Water 
Company of the waters of Trout run 
as a source of supply for distribution 
to its consumers. 

The second condition of the permit 
reads : 

“The approval of Trout run as a 
source of public water supply is given 
with the distinct understanding that 
all water therefrom served to the pub- 
lic must be subjected to filtration and 
chlorination. The intake on Loyal- 
hanna creek may be maintained so as 
to provide an auxiliary supply but its 
use is subject to conditions set forth 
in a prior permit approving said sup- 
ply.” 

The third condition of the permit 
reads : 

“Within thirty days of the date of 
this permit, the company shall submit 
to the state department of health for 
approval plans of scheme for serving 
filtered water to all consumers be- 
tween the dam on Trout run and the 
filtration plant.” 

It is thus indicated in this third 
condition that the department of 
health then recognized that there were 
consumers between Trout run dam 
and the filter plant who were receiv- 
ing untreated Trout run water at that 
time. 

The record shows that respondent 
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company having already begun the use 
of the waters of Trout run in 1920 
and abandoned the use of Loyalhanna 
creek, except as an emergency supply, 
failed to comply with the second and 
third conditions of the permit with re- 
spect to consumers in Derry, Unity, 
and Ligonier townships who contin- 
ued to receive Trout run water which 
was not subjected <o filtration and 
chlorination. 

On the contrary, following the is- 
suance of the department of health 
permit, dated October 28, 1920, and 
with respect to the third condition, the 
water company notified the depart- 
ment of health by letter dated Decem- 
ber 1, 1920, “that all consumers along 
that line had been shut off following 
the issuance of that specific permit.” 
As far as the record shows, this con- 
tinued to be the status before the de- 
partment of health until 1936, when 
the water company’s new local man- 
ager inquired of the department’s dis- 
trict engineer regarding the position of 
the water company in furnishing the 
raw water for use by residents along 
the raw water line between the Trout 
run reservoir and the filtration plant. 
Upon this showing that the water 
company was supplying the raw water 
from Trout run to these users, the 
department of health proceeded to in- 
sist on compliance by the water com- 
pany with the second condition of the 
permit dated October 28, 1920. From 
1936 to date, the time for this com- 
pliance was extended from time to 
time, in an effort to allow proper op- 
portunity for all concerned to make 
other water supply arrangements. 
Preliminary steps by respondent to 
comply with the second condition of 
the department of health permit by 
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discontinuing this water supply to the 
properties of residents along the raw 
water line, as evidenced by the writ- 
ten notice by the water company to 
each of the users of the raw water, 
resulted in the injunction proceeding 
and this complaint proceeding. 

Complainants show, by complain- 
ants’ Exhibit No. 6 of statements by 
seventy-two users of water (corrobo- 
rated by testimony of Joseph Chic- 
kosky, page 163; Charles FE. Neiman, 
page 169; George H. Cole, pages 42 
and 65; Joseph Nied, page 102; Ralph 
D. Hoffman, page 113; F. F. Steele, 
page 123; Walter L. Dapper, account- 
ant for Ligonier Valley Railroad; al- 
so the testimony of Estelle J. Stader, 
Dr. Edward E. Newhouse, Verna 
Curry, M. E. Smith, Mrs. Van A. 
Bittner, F. A. Klaus, and G. C. Kes- 
lar, which by agreement of counsel, 
was admitted on the record as testi- 
fying to statements made in complain- 
ants’ Exhibit No. 6; and also by tes- 
timony of James Mitchell, page 181; 
and John Giesey, page 231; both em- 
ployees of respondent) that the re- 
spondent company, at various times 
prior to 1936, connected or caused to 
be connected to the aforesaid raw wa- 
ter main several users of water, in- 
cluding the complainants; and it is 
further shown that the respondent 
company had knowledge of the con- 
nections to the main and that its local 
manager or employees collected an an- 
nual charge of $10 each from some of 
the users up to 1936, These collec- 
tions ceased in 1936, when a new local 
manager assumed charge of the com- 
pany’s water plant. 

Complainants show, by the testi- 
mony of G. E. Anderson (pages 137 
to 151) and I. B. Shallenberger 
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(pages 205 to 212), that water was 
used from the raw water transmis- 
sion main by and with the consent of 
the water company’s officers. C, ¢ 
Wedemeyer (page 222) and L. §S, 
Buttler (page 243), who are now re- 
spondent’s manager and vice presi- 
dent, respectively, testified that George 
C. Brooks was a former secretary and 
treasurer and L. S. Conklin was a 
former director of the Latrobe Wa- 
ter Company, and witnesses Anderson 
and Shallenberger testified that these 
former officers of water company had 
knowledge of the connections to the 
main. 

The respondent attempts to show 
that ali of the takers of water from 
the raw water main from 1920 to 1936 
had connected to the main without the 
Latrobe Water Company’s consent or 
knowledge and that money paid by 
these takers to employees of respond- 
ent had not been entered on the rec- 
ords or paid over to respondent. In 
this respect we refer to the testimony 
of respondent’s witness (Williamson, 
pages 247 to 265), wherein he stated 
(page 257) that the records of the 
company prior to 1932 were “kept 
down in a little shack where we kept 
our supplies” and were destroyed ina 
flood. Obviously, respondent’s testi- 
mony in regard to payments made pri- 
or to 1932 had little weight. 

Of the eighty-eight takers of water 
from the transmission main, respond- 
ent admits that two, Gibson C. Bates 
and the Kingston station of the Ligo- 
nier Valley Railroad, both in Derry 
township, were regularly established 
consumers of respondent within its 
charter territory and were furnished 
with untreated water from the raw 
water main. Both were billed for wa- 
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ter service and payments were record- 
ed on respondent’s books until 1936, 
when billings and receipt of payments 
were discontinued. 

It would be difficult for complain- 
ants to obtain usable water to meet 
their needs from another source. Wa- 
ter from wells in this area is unfit for 
domestic use. Complainants’ homes 
are along or near Loyalhanna creek, a 
stream contaminated with mine drain- 
age and sewage, rendering water from 
it unfit for domestic use. With re- 
spect to the Loyalhanna creek, it has 
been shown that the waters of Trout 
run formerly flowed into Loyalhanna 
creek upstream from complainants’ 
homes. Since the construction of the 
dam, Trout run water has been divert- 
ed so that it does not flow into Loyal- 
hanna creek. The respondent com- 
pany abandoned contaminated Loyal- 
hanna creek as the principal source of 
water supply in 1920, retaining it for 
use as an emergency supply only. 

Engineer for the respondent testi- 
fied that it would cost in excess of 
$89,800 (respondent Exhibit “E”) to 
construct an extension of a filtered 
water main only, generally paralleling 
the raw water transmission main, 
from the existing filtered water reser- 
voir, for a distance of approximately 
30,000 feet, as far as Donato’s serv- 
ice station and passing the properties 
at which water is now being furnished 
from the raw water transmission line. 
From the filtered water reservoir for 
a distance of about 4,400 feet this fil- 
tered water main would be in Derry 
township. Costs of rights of way, 
service lines, and pumping equipment 
would be in addition thereto, but the 
record does not indicate the probable 
amount thereof. However, this $89,- 


800 alone would be about $680 of ad- 
ditional investment for each of the 132 
who are shown in the record as desir- 
ing to have water service and the 30,- 
000 feet of main would be about 230 
feet for each of them. The 4,400 
feet of main in Derry township would 
be about 260 feet for each of the 17 in 
Derry township. The record does not 
contain an estimate of the probable re- 
sulting additional annual operating 
expenses or an estimate of the annual 
operating revenues to be anticipated 
from filtered water service along this 
extension of filtered water main. 

There is nothing in the record in- 
dicating that there is any other means 
by which the water company could 
lawfully furnish water service to com- 
plainants and which would be more 
advantageous. 

Outstanding in this record is the 
evidence of unlawful acts and wrong- 
doings by respondent in the past, with 
respect to unlawfully serving untreat- 
ed Trout run water to the public, fail- 
ure to comply with conditions of the 
department of health permit while op- 
erating under the approval granted 
thereby, false representation to the 
department of health by letter stating 
that consumer connections to the raw 
water line had been shut off, irregular 
dealings with complainant consumers, 
and a continued attitude of laxity 
toward its responsibility for rectifica- 
tion. The pertinence of this evidence, 
in this proceeding, lies in its relevance 
as historical background to present 
pertinent circumstances. Respondent 
is not now on trial before us for such 
past transgressions. Consequently, 
we will pass on, without further men- 
tion of these matters, to consider the 
particular complaint in this proceed- 
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ing. Nevertheless, it is to be under- 
stood that by so doing it is not a con- 
donation by the Commission of these 
past acts by respondent. 

[1,2] The weight of the evidence 
is clearly to the effect that the La- 
trobe Water Company owns and op- 
erates facilities for impounding, dis- 
tributing and furnishing water for 
compensation to those of the public 
who receive water from the water 
company’s transmission main between 
the Trout run reservoir and the filtra- 
tion plant; even though some of the 
compensation may not have been col- 
lected and the water company has 
purposely refrained from collecting 
compensation since 1936, from which 
date pending actions and counterac- 
tions have continuously maintained 
status quo; for it is equally clear that 
the water company has not canceled 
this established business relationship 
with these users of the raw water by 
the mere failing or refusing to collect 
some of the compensation, while con- 
tinuing the relationship in all other re- 
spects. We therefore find that the 
Latrobe Water Company is now in de 
facto “public utility” relationship with 
complainants and, in furnishing water 
to complainants under existing cir- 
cumstances, is furnishing water “‘serv- 
ice” to complainants, in accordance 
with the meanings of “public utility” 
and of “service” as defined in the 
Public Utility Law and thus general- 
ly within the jurisdiction of the Com- 
mission. 

[8] It is also evident and we so 
find that it is unlawful for the La- 
trobe Water Company to serve water 
from its Trout run source, which has 
not been subjected to filtration and 
chlorination, to the public, including 


complainants and others, as respond. 
ent is now doing. Consequently, the 
Commission is without alternative to 
do otherwise than order respondent to 
forthwith cease and desist this serving 
of raw water from Trout run. 

[4] The remaining issue, in this 
proceeding, for consideration js 
whether the Latrobe Water Company 
shall furnish water service by other 
and lawful means to residents along 
the company’s raw water transmission 
main, between its Trout run reservoir 
and its filtration plant, in Derry, 
Unity, and Ligonier townships. Un- 
der the provisions of § 401 of the 
Public Utility Law, it is the duty of 
every public utility to furnish ade- 
quate, safe, and reasonable service for 
the accommodation, convenience, and 
safety of its patrons and the public 
within the scope of its established and 
perfected rights and corresponding 
obligations, generally, as a public util- 
ity. This issue in the instant case is 
confined to two controverted points, 
viz., whether it would be reasonable 
for the water company to furnish such 
service by lawful means and, if s0, 
whether the water company has the 
general obligation to do so in Unity 
and Ligonier townships. Complain- 
ants, with respondent unlawfully con- 
senting thereto, have had the use for 
a long time of water furnished by re- 
spondent and now they are faced with 
respondent’s move to discontinue to 
furnish them with water and with 
much difficulty in otherwise obtaining 
water suitable for their use. The 
pleading for complainants, that it 1s 
therefore reasonable that respondent 
continue to furnish them with water, 
has a strong sympathetic appeal but 
it does not logically follow. The un- 
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refuted evidence is that the necessary 
facilities to furnish filtered and chlor- 
inated water to complainants from re- 
spondent’s existing filtered water res- 
ervoir would cost in excess of $90,000, 
which would be more than $680 aver- 
age cost, per consumer to be thus 
served, of the necessary additional 
facilities. This alone and disregard- 
ing additional resulting annual oper- 
ating expenses, the amount of which 
the record does not disclose, is suffi- 
cient evidence that the cost of service 
to be thus furnished would not be rea- 
sonable; and there is nothing in the 


might be a more advantageous means 
by which respondent could lawfully 
furnish service to complainants. It 
follows that it is not necessary for us 
to make a finding on the point regard- 
ing respondent’s rights and obliga- 
tions generally to furnish water serv- 
ice in Unity and Ligonier townships. 

Complainants seek to have respond- 
ent continue to furnish water to them 
and others, but it is unlawful for re- 
spondent to furnish water to them as 
it has done and is now doing and it 
would be unreasonable that respond- 
ent otherwise lawfully furnish water 


record to even indicate that there to them. 





NEW YORK SUPREME COURT, SPECIAL TERM, ALBANY COUNTY 


People ex. rel. Public Service Commission 


New York Telephone Company 


(174 Misc 517, 21 NY Supp(2d) 405.) 


Appeal and review, § 14 — Collateral attack — Commission rate order. 


1. The reasonableness of tariffs filed by a telephone company for hotel 
telephone service is a question within the jurisdiction of the Commission 
and cannot be attacked as a defense in a proceeding by the Commission 
to secure an order requiring the company to suspend service to hotels re- 
fusing to conform with the charge, p. 184. 


Rates, § 7 — Jurisdiction of court — Enforcement of tariffs — Question of Com- 
mission jurisdiction. 
2. Whether a Commission has jurisdiction to regulate the rates to be 
charged by a hotel to its guests for telephone service and whether it has 
jurisdiction to direct a telephone company to constitute the hotel its agent 
in furnishing and charging for telephone service and, by the acceptance 
of the service, to require the hotel to accept the status of agent for the 
utility, are questions which are judicial in nature and not wholly legis- 
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lative and regulatory; and upon those questions the parties directly to be 
affected should have opportunity to be heard by a court in advance of the 


enforcement of the tariffs, p. .85. 


Parties, § 14 — Proper parties — Hotels — Enforcement of telephone tariffs. 
3. Hotels have a sufficient interest in the subject matter to be heard in a 
proceeding by the Commission to secure an order requiring a telephone 
company to suspend service to hotels which refuse to conform with tariff 
schedules ordered by the Commission, p. 185. 


[July 11, 1940.] 


 aietenenainis by Commission to secure order requiring tele- 

phone company to suspend service to hotels which refuse to 

conform with tariff schedules ordered by Commission; motion 

by telephone company to add hotels as parties granted and mo- 

tion by Commission addressed to answer and for summary 
relief demed without prejudice. 


APPEARANCES: Gay H. Brown, of 
Albany (Laurence J. Olmsted, of 
Syracuse, John T. Ryan, of Cortland, 
and Sherman C. Ward, of Albany, of 
counsel), for petitioner; Charles T. 
Russell, of New York city (Edward 
L. Blackman, Ralph W. Brown, and 
Edward F. Snydstrup, all of New 
York city, of counsel), for New York 
Telephone Co.; Campbell & Boland, 
vf New York city (Charles J. Camp- 
bell, of New York city, of counsel), 
amicus curiae for New York State 
Hotel Ass’n. 


Bercan, J.: The Public Service 
Commission has made an order fixing 
rates that hotels may charge their 
guests for local and long-distance tel- 
ephone service, and directing the New 
York Telephone Company to file tar- 
iff schedules which conform with the 
order. The tariff schedules as direct- 
ed to be filed constitute the hotels the 
agents of the telephone company in 
rendering such telephone service to 
their guests. The tariff schedules 
have been filed. The telephone com- 
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pany has not reviewed the order of 
the Commission. 

Certain hotels have refused to con- 
form with the tariff schedules. The 
Commission has instituted this pro- 
ceeding in pursuance of Public Serv- 
ice Law, § 103, for the summary re- 
lief against the telephone company 
therein provided. The petition seeks 
an order in the nature of mandamus 
requiring the telephone company to 
suspend the telephone service of the 
noncomplying hotels and an injunc- 
tion restraining the company from 
furnishing service to such hotels. 
Both forms of relief are available to 
the Commission under Public Service 
Law, § 103. 

The telephone company moves to 
bring into the proceeding as parties 
the hotels that have refused to con- 
form with the tariff schedules on the 
ground their rights are affected by the 
proceeding and that they are the true 
parties in interest. The petitioner re- 
sists this motion and in turn moves 
for the relief sought in the petition. 

[1] The reasonableness of the tar- 
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iffs filed by the defendant is a ques- 
tion within the jurisdiction of the pe- 
titioner. It cannot be attacked as a 
defense to this proceeding either by 
the respondent, or, if they were par- 
ties to the proceeding, by the hotels 
which are the subscribers of the re- 
spondent. Pennsylvania R. Co. v. 
Puritan Coal Mining Co. (1915) 237 
US 121, 131, 59 L ed 867, 35 S Ct 
484: Leitner v. New York Teleph. 
Co. (1938) 277 NY 180, 189, 24 
PUR(NS) 289, 13 NE(2d) 763; 
Metzger v. New York State R. Co. 
168 App Div 187, PURI915F 727, 
154 NY Supp 789; Murray v. New 
York Teleph. Co. (1915) 170 App 
Div 17, 25, 156 NY Supp 151. 

Accordingly the arguments ad- 
dressed to the reasonableness of the 
tariffs by the New York State Hotel 
Association as amicus curiae are ar- 
guments that must be made to the pe- 
titioner in the pending proceeding or 
directly in such other application to 
the petitioner as the hotels may be ad- 
vised. 

[2] But whether the petitioner has 
jurisdiction to regulate the rate to be 
charged by a hotel to its guests for 
telephone service and whether it has 
jurisdiction to direct the respondent 
to constitute the hotel its agent in fur- 
nishing and charging for telephone 
service and by the acceptance of the 
service to require the hotel to accept 
the status of agent for the ultility, are 
questions which are judicial in nature 
and not wholly legislative and regula- 
tory. Upon those questions the par- 
ties directly to be affected should have 
opportunity to be heard by a court in 
advance of the enforcement of the 
tariffs, 


The hotels undoubtedly could re- 
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view the power of the petitioner to 
make its order in any proceeding be- 
fore the Commission in which they 
were parties. The difficulty is, how- 
ever, that they are confronted with 
immediate enforcement of the tariffs 
without opportunity for judicial ad- 
judication as to them of the power of 
the Commission to make its order. 

[3] Therefore, since the order 
here sought would invoke the power 
of judicial compulsion against the re- 
spondent and would in turn affect the 
rights of the hotels in the transaction 
of their business, the hotels have a 
sufficient interest in the subject mat- 
ter to be heard in this proceeding. 
Their interest in the subject matter is 
not general or academic. It is specific 
and direct. The determination affects 
their business and involves the im- 
portant question of the extent to which 
petitioner may make an order regulat- 
ing an aspect of that business. There- 
fore, authorities such as Consolidated 
Gas Co. v. Newton (1919) 256 Fed 
238, and Morrell v. Brooklyn Bor- 
ough Gas Co. (1921) 231 NY 405, 
132 NE 130, do not apply. In the 
Morrell Case, supra, 231 NY at p. 
408, it was pointed out that the inter- 
venor had no “rights, property, or du- 
ties’ involved, and that the rate did 
not affect the intervenor as a consum- 
er. 

If the question of law remains open 
for judicial determination whether the 
rates or rules promulgated by a util- 
ity are applied or executed in an un- 
reasonable, discriminatory, or preju- 
dicial manner (Leitner v. New York 
Teleph. Co. supra) it would follow 
that the question of law involving ju- 
risdiction to make a rule or tariff re- 
mains open for judicial determination 
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and that the question may be raised 
in resistance to enforcement in a pro- 
ceeding in the nature of mandamus. 
Questions of this kind were not pre- 
sented in Public Service Commission 
v. New York C. R. Co. (1937) 249 
App Div 869, 18 PUR(NS) 525, 293 
NY Supp 88, in Public Service Com- 
mission v. Long Island R. Co. (1937) 
249 App Div 895, 293 NY Supp 90, 
or in Purcell v. New York C. R. Co. 
(1935) 268 NY 164, 10 PUR(NS) 
400, 197 NE 182. 

It may very well be that upon the 
merits the conclusion reached in Wis- 


consin in Hotel Pfister v. Wisconsin 
Teleph. Co. (1930) 203 Wis 20, 


PURI931A 489, 233 NW 617, 73 
ALR 1190, will be reached here. It 
is reasonable to suppose that the ju- 
risdiction of the petitioner extends to 
the regulation of rates for telephone 
service furnished by a public utility 


by whatever agency such service is 
rendered, and in addition to require 
that some relationship of agency by 
a subscriber in turn furnishing serv- 
ice to others be imposed in the execu- 
tion of that part of the service which 
is essentially public in character. 


But this is quite a different thing 
from saying that one affected by such 
a regulation may not be heard by the 
court to assert a contrary view of the 
law. The controversy thus considered 
is not the reasonableness of the exer; 
cise of the rate-making function; it is 
the power to exercise the function in 
respect of the service given by hotels 
to their patrons. 

The court is required by the statute 
(Public Service Law, § 103) to de- 
termine the appropriate relief to be 
granted. In some circumstances it may 
35 PUR(NS) 


be withheld. Public Service Com. 
mission v. Interborough Rapid Trans. 
it Co. (1916) 219 NY 355, PUR 
1917B 323, 114 NE 387. The statut 
itself expressly authorizes the court to 
join such other parties as it “shal 
deem necessary or proper” to mak 
the order or judgment effective. Bu 
aside from this, the power to add such 
parties as may be affected by the re. 
sult of either an order in the nature 
of mandamus or a judgment of in. 
junction is inherent. In a proceeding 
under a similar statute where legal de. 
fenses were raised it was said in Pub. 
lic Service Commission v. Richmond 
Light & R. Co. (1917) 108 Mise 724, 
729, 163 NY Supp 64, 68: “The 
writ [of mandamus] should not issue 
where it is apparent that parties not 
before the court may have rights af- 
fected by its issuance upon which they 
are entitled to hearing.” This was af- 
firmed by the appellate division 
({1919] 188 App Div 970, 176 NY 
Supp 918) on the opinion of Kelly, J, 
at Special Term. See, also, People ex 
rel. Hasbrouck v. Board of Super- 
visors of Dutchess County (1892) 
135 NY 522, 528, 32 NE 242; Re 
Hilton Bridge Construction Co. 
(1896) 13 App Div 24, 43 NY Supp 
99; Cooper v. Paris (1911) 73 Misc 
244, 255, 130 NY Supp 1043; Fiero 
Particular Actions and Proceedings 
(Vol. 2, p. 1956, 4th Ed.) ; Wait’s 
Practice (Vol. 6, p. 619, 4th Ed.). 
The adjudication in any event would 
not be binding on the hotels in their 
absence from the proceeding. People 
ex rel. Andrews v. McGuire (1891) 
126 NY 419, 422, 27 NE 967, Fur- 
ther litigation until the question is 
settled seems inevitable. 
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As this controversy over the boun- 
daries of the petitioner’s jurisdiction 
must eventually be adjudicated be- 
tween the petitioner and the hotels, it 
may well be done in this proceeding 
for coercive action in which the hotels 
have a direct interest as distinguished 
from the more or less nominal interest 
of defendant. Defendant, quite un- 
derstandably, seeks to have the contro- 
versy adjudicated between the real 
parties to it rather than itself to carry 
on litigation with its subscribers 
which may be protracted and expen- 
sive, 

I conclude that sufficient has been 
shown to establish a debatable legal 
question in respect of petitioner’s 
power to make the tariff and a sub- 
stantial interest in the absent parties in 


the adjudication of that question. De- 
fendant’s motion to add the enumer- 
ated parties granted. While this may 
seem to add to petitioner’s burden of 
enforcement of its tariffs, a binding 
adjudication as to even one of such 
parties ought to put the controversy 
at rest and settle the question of law 
as to the others. 

Motion by petitioner addressed to 
the answer of the respondent and for 
the summary relief sought denied 
without prejudice to its renewal upon 
the joinder of issue by the added par- 
ties or by such of them as against 
which petitioner elects to proceed. 

No costs. Submit order. 

Papers and memoranda used in the 
proceeding may be obtained at this 
office. 





UNITED STATES CIRCUIT COURT OF APPEALS, NINTH CIRCUIT 


Montana Power Com pany 


Federal Power Commission 


[No. 9322.] 
(112 F(2d) 371.) 


Water, § 20.2 — Licensed power projects — Construction included — Trans- 


mission lines. 


1. The Federal Power Commission’s order denying an application for a 
license to construct an electric power transmission line and finding that 
the line would serve principally as a primary line transmitting energy from 
the plant operated by the applicant as a federally licensed power project 
to points of junction with the distribution system of the applicant at other 
points, was not based on a mistake of law in holding that the project could 


include the line in question, p. 191. 
187 
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Appeal and review, § 28.1 — Scope of review — Decision of Federal Commission, 
2. The judicial function on review of an order of the Federal Powe 
Commission is exhausted when there is found to be a rational basis fo, 
the conclusions approved by an administrative body, p. 192. 


Appeal and review, § 28.1 — Scope of review — Findings by Federal Powy 
Commission — Transmission lines. 

3. The court, in reviewing an order of the Federal Power Commission 
denying a power company’s application for a license to construct a trans. 
mission line, cannot say that the Commission’s conclusions that the line 
will serve principally as a primary line transmitting energy from the ap. 
plicant’s plant, operated as a licensed project, to points of junction with 
the distribution system of the applicant at various points that it could not 
carry any substantial amount of power from other sources to such systems 
when carrying the maximum energy generated at the applicant’s plant, and 
that it is a part of the project, were without any rational basis, p. 192. 


Constitutional law, § 2 — When question may be raised — Due process — Denial 
of license. 

4. A power company cannot raise the question whether the Federal Power 
Commission’s order denying its application for a license to construct a 
transmission line as a part of a complete project deprived the applicant 
of its property without due process of law because the United States may 
acquire the line in question at the end of the license period by paying 
the applicant its net investment and reasonable damage to its property, 
where the United States has not taken or threatened to take and cannot 
for about fifty years take the line in question, p. 192. 


[May 20, 1940. Rehearing denied June 14, 1940.] 


- grenirein to review order of Federal Power Commission 
denying application for license to construct electric trans- 
mission line; order affirmed. 


5 


APPEARANCES: W. H. Hoover and 
J. E. Corette, Jr., both of Butte, 
Mont., and A. J. G. Priest and Sid- 


Haney, C. J.: We are asked to 
review an order of the Federal Power 
Commission denying petitioner’s ap- 


man I. Barber, both of New York 
city (Reid & Priest, of New York 
city, and Corette & Corette, of Butte, 
Mont., of counsel), for petitioner; 
David W. Robinson, Jr., Gen. Coun- 
sel, Willard W. Gatchell, Wallace H. 
Walker, Louis W. McKernan, Wil- 
liam B. Spohn, and William J. Cos- 
tello, Counsel, Federal Power Com- 
mission, all of Washington, D. C., 
for respondent. 

Before Garrecht, 
Healy, Circuit Judges. 
35 PUR(NS) 


Haney, and 


plication for a license to construct an 
electric power transmission line. 
Missoula, Montana, is about 70 
miles northwest of Anaconda, Mor- 
tana. The Flathead power project is 
about 50 miles north and slightly west 
of Missoula. The Thompson Falls, 
Montana, power project is about 45 
miles west of the Flathead project. 
Petitioner has power facilities at and 
near Anaconda for serving Anacon- 
da and points easterly and northeast- 
erly therefrom. It has power facili- 
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ties at Missoula to serve Missoula and 
points south. It has power facilities 
at Flathead which it operates under a 
license from the Commission as Proj- 
ect No. 5. It also has power facili- 
ties at Thompson Falls. Petitioner 
owns no transmission line connecting 
these points, but has the right to use 
a line belonging to a railroad upon 
certain conditions, which line connects 
some of the points. 


On November 20, 1936, petitioner 
fled an application for a license to 


f construct a transmission line as fol- 


lows: a line 56 miles long beginning 
at Thompson Falls and terminating at 
the Flathead project; and a line 145 
miles long, beginning at the Flathead 
project, through Missoula and termi- 
nating at Anaconda, thus connecting 
all the points mentioned. In accord- 
ance with that plan the line was there- 
after constructed. A line of about 
1,500 feet in length connects the line 
in question with the Flathead project. 

The Commission found: 

“(1) The line will serve principal- 
ly as a primary line transmitting en- 
ergy from the aforesaid Flathead 
plant to points of junction with the 
distribution system of the applicant at 
Thompson Falls, Missoula, and Ana- 
conda, Montana, in addition to serv- 
ing as an interconnection between 
those distribution systems ; 


“(2) When carrying the maximum 
energy that can be generated at the 
Flathead plant, after that project has 
been completed and is operating at its 
ultimate installed capacity, the trans- 
mission line cannot carry any substan- 
tial amount of power from other 
sources either to the aforesaid distri- 
bution system at Thompson Falls or 


189 


to the distribution systems at Mis- 
soula or Anaconda; 

“(3) The line is properly, there- 
fore, a part of the Flathead project 
within the meaning of § 3(11) of the 
Federal Power Act [16 USCA § 796 
(11)] as a necessary adjunct to that 
complete unit of development” ; 

It is ordered that the application 
“for the license for the line as a mi- 
nor part only of a complete project 
be and it hereby is denied” and fur- 
ther ordered that upon submission of 
certain revised and additional exhib- 
its, the license for Project No. 5 
would be amended to include the line 
therein. Application for rehearing 
was made and denied. Petitioner 
thereupon filed this petition to review 
the order. 

The only two acts pertinent here 
are the Act of June 10, 1920, Chap. 
285, 41 Stat. 1063, and the Act of 
August 26, 1935, Chap. 687, 49 Stat. 
803, 838.1 By § 30 of the first men- 
tioned act, such act was designated as 
“The Federal Water Power Act,” 16 
USCA § 791 et seq. The second 
mentioned act was designated as the 
“Public Utility Act of 1935” and con- 
sisted of two titles, the first of which 
was designated as the “Public Utility 
Holding Company Act of 1935,” 15 
USCA § 79 et seq., and is not here 
pertinent. (§ 33.) Title II of the 
Public Utility Act of 1935, 16 USCA 
§ 79la et seq., amended the Federal 
Water Power Act, and by § 212, 49 
Stat. 847, provided that §§ 1 to 29, 
inclusive, of what had been called the 





1 Amendments made by the Act of March 
3, 1921, Chap. 129, 41 Stat. a; 16 USCA 
§ 797, ‘and the Act of June 2 1930, Chap. 
572, 46 Stat. 797, 16 USCA & 792, 793, 797, 
are not pertinent here. 
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Federal Water Power Act, should 
constitute Part I of that act, the title 
to which was abandoned by repeal of 
§ 30 of what had been called the Fed- 
eral Water Power Act. Title II of 
the Public Utility Act of 1935, also 
amended, by § 213 thereof, what had 
been called the Federal Water Power 
Act, by adding thereto two parts, the 
last of which contained (in the last 
section thereof, § 320) the short ti- 
tle for what had been called The Fed- 
eral Water Power Act as amended, 
including the amendments made by 
the Public Utility Act of 1935. Such 
short title was and is the ‘Federal 
Power Act” and the title “The Fed- 
eral Water Power Act” is no longer 
the correct title of the act. 

Section 3 of the Federal Power 
Act, 16 USCA, § 796, provides in 
part: 

“That the words defined in this sec- 
tion shall have the following meanings 
for the purposes of this act [chapter], 
to wit: . 

“(11) ‘project? means complete 
unit of improvement or development, 
consisting of the primary line 
or lines transmitting power therefrom 
to the point of junction with the dis- 
tribution system or with the intercon- 
nected primary transmission system. 


“(12) ‘project works’ means the 

physical structures of a project. 
992 

Section 4 of the act provides in 
part: 

“That the Commission is hereby 
authorized and empowered— 

“(e) To issue licenses to citizens 


of the United States OF to 

any corporation organized under the 

laws of the United States or any state 

thereof for the purpose oj 

constructing, operating, and main. 

taining transmission lines 
998 

Section 10 of the act, 16 USCA 
§ 803, provides in part: 

“That all licenses issued under this 
part* shall be on the following cond- 
tions : . 

“(a) That the project adopted, in- 
cluding the maps, plans, and specif. 
cations, shall be such as in the judg. 
ment of the Commission will be best 
adapted to a comprehensive plan for 
improving or developing a waterway 
or waterways for the use or benefit of 
interstate or foreign commerce, for 
the improvement and utilization of 
water-power development, and for oth- 
er beneficial public uses, including rec- 
reational purposes; and if necessary 
in order to secure such plan the Com- 
mission shall have authority to re 
quire the modification of any project 
and of the plans and specifications of 
the project works before approval. 

5 


“(g) Such further [other] condi- 
tions not inconsistent with the provi- 
sions of this act [chapter] as the 
Commission may require. 


“(i) In issuing licenses for a mi- 
nor part only of a complete project 
the Commission may in its 
discretion waive such conditions, pro- 
visions, and requirements of this part’ 
[chapter], except the license period of 
fifty years, as it may deem to be to 





2 The 1920 act contains the identical words. 

8 Section 4(d) of the 1920 act contains the 
identical words. 

4This word was “act” in the 1920 act. 
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5 This subdivision changed the language of 
§ 10(a) of the 1920 act. 
6 This word was “act” in the 1920 act. 
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the public interest to waive under the 
circumstances. ‘ie 

Provision for review of the orders 
of the Commission is found in § 313 
(b) of the act, 16 USCA § 825). 

[1] Petitioner contends that the 
Commission based its order on a mis- 
take of law in holding that the Flat- 
head project could include the line in 
question. It is said that the line in 
question is an interconnected primary 
transmission system; that the defini- 
tion of “project” by § 3(11) of the 
Federal Power Act limits the Flat- 
head project to the place of connec- 
tion with the line in question by the 
line 1,500 feet long; that therefore, 
the Commission has decided that a 
project may consist of more than “‘to 
the point of junction with the distri- 
bution system or with the intercon- 
nected primary transmission system.” 
This contention is not borne out by 
the action of the Commission because 
the Commission did not misconstrue 
the definition given in § 3(11), supra. 
The Commission found that the line 
in question “will serve principally as 
a primary line transmitting energy 
from the aforesaid Flathead plant to 
points of junction with the distribu- 
tion systems of the applicant at 
Thompson Falls, Missoula, and Ana- 
conda, Montana.” If the line in ques- 
tion is actually such a “primary line” 
then in accordance with the defini- 
tion in § 3(11), the line is a part of 
the Flathead project. 

It can be seen, therefore, that ac- 
tually the question to be decided is 
whether the Commission’s findings 
are “supported by substantial evi- 


dence” because if so, they are “con- 
clusive” here. Federal Power Act, 
§ 313(b), supra. In this connection, 
petitioner contends that there is no 
evidence in the record to support the 
findings. The evidence disclosed that 
the Flathead plant is not yet complet- 
ed by the installation of another gen- 
erating unit; that when and if in- 
stalled, the ultimate power capacity of 
the Flathead plant will be such that 
when such power is moving toward 
Thompson Falls, there would be no 
substantial excess of capacity for car- 
rying power from any other source 
over the line from the Flathead proj- 
ect to Thompson Falls; that when the 
Flathead plant is completed, as stated, 
and all the power therefrom is mov- 
ing to Anaconda, there would be no 
substantial excess of capacity for car- 
rying power from any other source 


over the line from the Flathead proj- 
ect to Anaconda. 


While petitioner does not dispute 
these statements, it contends that they 
are not facts but assumptions and 
speculation because there is now no 
way of knowing: whether another 
unit will be installed at the Flathead 
plant; whether, when installed, its ca- 
pacity will be taken; what the power 
demand will be; what water supply 
will be available to run petitioner’s 
generating plants; what direction the 
Flathead power will be transmitted, 
and other like reasons. We believe pe- 
titioner’s contention cannot be sus- 
tained. The evidence supports the 
findings of the Commission. Wheth- 
er the facts disclosed in these findings 
will occur, of course, is a question 





TSection 10 of the 1920 act was identical 
except as stated in notes 4 and 5 
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8 No similar provision is found in the 1920 
act. 
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only determinable by judgment as to 
the future. 

[2, 3] The Commission is re- 
quired to exercise its judgment, as 
provided in § 10 (a) of the act, supra. 
The license to be issued is subject to 
the condition that “the project adopt- 
ed . . .. shall be such as in the 
judgment of the Commission will be 
best adapted to a comprehensive plan 

for the improvement and uti- 

lization of water-power development. 
.’ The act leaves to the discre- 

tion of the Commission what project 
shall “be best adapted to a comprehen- 
sive plan” for such improvement and 
utilization. “The judicial function is 


exhausted when there is found to be 
a rational basis for the conclusions 
approved by the administrative body.” 
Rochester Teleph. Corp. v. United 
States (1939) 307 US 125, 146, 83 
L ed 1147, 28 PUR(NS) 78, 91, 59 


S Ct 754, 765, and cases there cited. 
A rational basis for the Commission’s 
conclusions might be the low cost of 
Flathead power. From experience the 
Commission may know, or be perfect- 
ly sure, that power generated at the 
government project at Flathead will 
be sold at a cost so low that the entire 
output thereof will be constantly in 
demand. If so, it can be seen that 
the line in question will be used for 


the transmission of that power. At 
any rate, we cannot say that there js 
no rational basis for the conclusions 
of the Commission. 


[4] Finally, it is contended tha 
the order of the Commission operates 
to deprive petitioner of its property 
without due process of law, because 
by § 14 of the act, the United States 
has the right to acquire the line in 
question at the end of the license pe- 
riod, by paying petitioner its net in- 
vestment and reasonable damage, if 
any, to petitioner’s property. On the 
other hand, if the line in question is 
not a part of the Flathead project, 
then to acquire it, the United States 
would be compelled to pay the fair 
operating value of the line. 

The United States has not taken, 
has not threatened to take, and can- 
not for about fifty years, take the line 
in question. Under these circumstan- 
ces, we think petitioner has no stand- 
ing to raise the question. New Jer- 
sey v. Sargent (1926) 269 US 328, 
339, 70 L ed 289, 46 S Ct 122; Unit- 
ed States v. West Virginia (1935) 
295 US 463, 474, 79 L ed 1546, 55$ 
Ct 789. Petitioner makes no con- 
tention that the Commission’s con- 
duct of the hearing deprived it of due 
process of law. 

Affirmed. 
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at 
‘Operator..get me Springfield” 


How long do you hesitate before calling an important customer or 


prospect by telephone? 


Do you let the fact that it might cost a quarter—or even a dollar— 


keep you from making a personal contact? 


Then why “economize” on the paper that carries equally personal, 
often far more important messages, to that same individual— 
especially when a cost analysis of your own dictated letters would 
show that paper represents less than a twentieth of the total cost of 
the letter? 


Weston’s DEFIANCE BOND is a conspicuously fine paper. Made 
100 percent of new, white cotton clippings, it is scrupulously clean, 
sparkling white, highly opaque—in short, a perfect and practical 
background for any message. 


Ask your letterhead supplier to show you how your own letterhead 
will look on Weston’s DEFIANCE BOND—or write for a port- 
folio of specimen letterheads. 


IS PAPER YOUR RESPONSIBILITY? 


icnanidissieeniiomeais 
You'll profit by the ideas and technical information in the publication, Weston’s 
Papers. Issued regularly for the benefit of paper buyers. For copies, 


Wit BYRON WESTON CO., DALTON, MASS. Depi.c 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
_ programs, personnel changes, recent and coming events. 


Aluminum Co. Plans to Spend 


$1 50,000,000 on Expansion 
erg Roy A. Hunt announced recently 
that the Aluminum Co. of America had 
allocated more than $150,000,000 for expan- 
sion to meet defense requirements. 

Mr, Hunt stated that the increased facilities 
would boost aluminum production from 325,- 
600,000 pounds in 1939 to 700,000,000 pounds 
in 1942, : 

The Aluminum Co. of America, declared 
Mr. Hunt, is expanding much more rapidly for 
defense purposes that it would for normal 
growth and will do its own financing. He said 
it was the plan of the company to build per- 
manent buildings and install up-to-date equip- 
ment which could be used to whatever extent 
the market may require it after the present 
emergency had passed. 

The Defense Commission announced the 
company would add new units in Tennessee and 
Washington and planned a_ hydro-electric 
project at Fontana, N. C. 

Mr. Hunt said that in addition to these, the 
company is building two substantial hydro- 
electric projects at Glenville and Nantahala, 
N. C., together with smelting plants utilizing 
power from these developments. 

Also being built or planned, he said, are new 
fabricating facilities at the company’s plants 
at Alco, Tenn., Lafayette, Ind., Los Angeles, 
New Kensington, Pa., Detroit, Cleveland, 
Edgewater, N. J., and Masena, N. Y. 

These additional fabricating facilities will 
increase the company’s output of castings, 
sheet, tubes, screw machine products, extruded 
and rolled shapes, rods and bars and forgings. 


Remington Rand Announces 
Model Safe-Kardex “60” 


ULMINATING 23 years of constant research, 
development and, improvement since the 
introduction of the original visible record de- 
vice in 1917, Remington Rand has announced 
the Floor Model Safe-Kardex “60.” 
Insulation, certified to protect the record 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 
Disconnecting Switches 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 











contents of the unit for a full hour in the face 
of heat ranging up to 1700 deg. F., is incor- 
porated as an integral part of the floor model 
unit itself. The trend to “streamlining” in 
modern offices is greatly responsible, accord- 
ing to the manufacturer, for the low height 
of this unit. It adjusts itself perfectly to any 
surroundings and is no higher than the usual 
office desk. 

In operation, the Floor Model Safe-Kardex 
“60” is an inverted Kardex cabinet on wheels, 
with full portability to the executive’s desk 
for analysis or review of as many as 1254 
records at a single time. The individual Kardex 
slides are ejected by a slight pull. When they 
are fully extended they drop into a flat, hori- 
zontal convenient posting or reference position. 
Among the advantages of this arrangement 
are rapidity and convenience of operation, a 
saving of floor space, and an unusually attrac- 
tive appearance whether the units are used 
singly or in battery formation. 


Ashcroft Modernizes 
Trade Mark 


SHCROFT, makers of quality pressure 
A gauges since 1850, announce a new trade 
mark to appear on all Ashcroft Gauges in the 
future. The shield outline, so familiar to 
Ashcroft Gauge users is retained. However, 
the date (1850) when Ashcroft made the first 
gauges in this country, is now shown on the 
shield, together with the letters “U.S.A.” The 
name “Ashcroft” in white across the center 
makes it a most prominent trade mark. 

In announcing their new trade mark, Ash- 
croft call attention to the complete Gauge 
catalog which will be furnished to anyone in- 
terested in writing the Ashcroft Gauge Di- 
vision, Manning, Maxwell & Moore, Inc, 
Bridgeport, Connecticut. 


Allis-Chalmers Announces 
New Electrifugal Pump 


Festi ener Mfg. Company, Milwau- 
kee, Wisconsin announces its new “Elec- 
trifugal” pump which is an all-in-one centrifu- 
gal pump especially designed as a complete 
pump and motor unit on one shaft and one 
housing. Instead of using standard motors 
having special end housings and shaft exten- 
sions, the “Electrifugal” pumping unit has 4 
special motor with a one piece cast iron motor 
yoke and pump bracket. The feet are cast 
integral with the housing and bracket and ex- 
tend under the entire unit instead of under 
the motor only. 
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DDGE JOB-R 
UCKS FIT OVE 
ALL HAULING NEEDS 





Se . 
y = 
— a SS 


(ON TRUCKS— Express fllustrated 








TON TRUCKS—Conventional and 
Cab Over-Engine Models 


ON TRUCKS—Conventional and 
Cab-Gver-Engine Models 


IN TRUCKS— Gasoline or Diesel 














They’ve Got What It Takes to Cut Your Hauling Costs 


@ Of course you're interested 
when we say, “Here are trucks 
that will lop off dollars of ex- 
pense for you.” But you’ll want 
to know why... and how! 


Well—first of all—they’re “Job- 
Rated.” Each is powered with 
the right one of six great truck 
engines, including the heavy- 
duty Diesel; each is engineered 
and “sized” throughout for top 


performance, maximum economy. 


The rest of the answer is some- 
thing that Dodge has been doing 
now for over a quarter of a 
century ... building dependable 
QUALITY motor transportation. 


Ask your Dodge dealer to tell 
you the whole money-saving 
story of Dodge Job-Rated trucks, 
and to show you the right truck 
to save money on YOUR job! 


DODGE DIVISION, CHRYSLER CORPORATION, DETROIT, MICHIGAN 


DEPEND ON DODGE 
Jfe- Rates TRUCKS 


SEE YOUR 


Dodge Dealer 


FORA 


OD 
DEAL 
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The special motor design, with copper not in use. It contains 261 individual wage rate 
bearing steel cover, meets NEMA specifica- tables covering every period of service from 
tions for splash proof motors. Totally en- + hour to 60 hours. The wage rates from 30¢ 
closed, fan cooled motors and explosion proof to $1.50 are in 3¢ steps and those from $1.50 to 
motors are also available in the “Electrifugal” $2, in 24¢ steps. Wages are shown for }, }, 3 
type. and full hour periods. it 

In splash proof construction the “Electrifu- The entire system has been designed for 
gal” pump is now available in sizes from 1 hp clarity, speed and accuracy. The rate indexes 
are all visible, and the type is clear, clean anil 
easy to read. Carefully planned rules and two. 
color printing (black and green) facilitat 
reading and avoid confusion. The cards tury 
on metal hinges which eliminate wear and 
their visible margins have a transparent pro- 
tective covering. 


Ohio Fuel Gas Co. Building 
$330,000 Compressor Plant 


HE Ohio Fuel Gas Co., Columbus, Ohio, 

will complete, about November 15th, a 
$330,000 compressor station near Mount Ster- 
ling, Ohio, according to F. E. Kidwell, local 
manager of the company. 

The steel building will be 76 x 79 ft., ac- 
cording to D. R. Croft, general superintendent 
of the compressor division, and the station will 
have one 1350- and two 675-hp. units. 


lovem 











































to 10 hp inclusive at 3500 rpm and from 3%4 
hp to 7% hp inclusive at 1750 rpm for heads 
up to 160 feet. Larger sizes of this type are 
in the process of design. 

For normal service the pump is built with 
cast iron casing, bronze fitted. It can, however, 
be made all iron, all bronze, all stainless steel, New Turbo-Generators Ordered 
or of other special metals to suit any industry. TE 
In the chemical industry the sheet metal motor by New England Utilities 
cover can be made of stainless steel to pro- 
vide the longest possible complete unit life on I 
any particular installation. Bulletin B-6040 
available on request. 










MPORTANT additional steps toward keeping 
well ahead of the national defense pro- 
gram in relation to power facilities have been 
announced by Frank D. Comerford, president, 
a Boston Edison Co., and chairman of the New 
Payroll Calculator Eliminates England Power Association. 
: ; Mr. Comerford revealed that the Boston 
Problem of Figuring Payrolls company, which increased its generating ca- 
7° relieve the employer of the burden of pacity by 65,000 kw. in 1939 through the in- 
computing payrolls in accordance with the _ stallation of new equipment at its L Street 
40-hour provision of the Wage-Hour law, and Edgar stations, has placed orders with 
Acme Visible Records, Inc. of Chicago has the General Electric Co. for two additional 
perfected a Payroll Calculator that eliminates steam turbo-generators aggregating 58,000 kw. 

















all figuring with its chance for error and all and ‘for two Combustion Engineering boilers be 
machine work with its need for verification. rated at 500,000 and 400,000 Ib. per hour sched- ai 
Utilizing all the time-tested advantages of ling delivery for the spring of 1942. One : 
visible records, the Acme Calculator reveals turbine will be rated at 40,000 kw. and the f 
at a glance the total amount due any wage other at 18,000 kw. and both will be topping ia 
earner in regular pay and in overtime pay units designed to operate at 1,200 Ib. per sq. yo 
based on the requirement of time-and-a-half in. The boilers will deliver steam at 1,400 of 
for all hours worked over forty in any week. lb. and 910 and 914 deg. of 
The Acme Pay Calculator is a compact, Construction has been speeded up on the 

visible card record book which may be placed installation of the 40,000-kw. turbine unit and res 
within easy eye-range of the clerk while in _ boiler facilities at Providence, R. I., for the Bu 
service and, slipped into any desk drawer when Narragansett Electric Co., a part of the New - 

England Power Association system, and this 





unit is expected, to be in operation early in 
1941. 
DICKE TOOL co., Ine. These new generating units, with the neces- 


sary switching equipment and _ transmission 















DOWNERS GROVE, ILL. - lines, will represent an outlay by Boston Edi- 
Manufacturers of son Co., of approximately $8,000,000 in the Z 
es : next 24 months. ; 
Pole Line Construction Tools The Narragansett company’s construction 
They’re Built for Hard Work program now nearing completion represents 











an expenditure of about $5,000,000. The 
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a “ 


ae pl ee 
‘Lear youttrned on the ‘lectricity, 
__.-<-~ . When’ll I get mine?” 











Promise a fellow power and he'll be on your tail ‘til 

he gets it. Make certain he can fully enjoy the 
benefits of electricity by building lines with ample con- 
ductivity—A.C.S.R. lines. 

These conductors provide high conductivity, allowing 
for future growth of load. And A.C.S.R. lines will give 
you the finest of service, staying on the job with plenty 
of odds against them. This has been proved on thousands 
of miles of line, for more than a quarter of a century. 

A.C.S.R. has high strength, permitting long span, low 
cost construction. It is highly resistant to corrosion. 
Build with A.C.S.R. conductors, according to A.C.S.R. 
standards, and you’ll be money ahead. ALUMINUM Com- 
PANY OF AMERICA, 2134 Gulf Building, Pittsburgh, Pa. 


Go G 0} 0133 


Cluminum Cable Hel Reinforced 
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earlier expenditures by Boston Edison which 
brought about the 1939 additions were in the 
vicinity of $7,000,000. Thus approximately 
$20,000,000 will have been expended by these 
two major New England utility systems for 
increases in generating capacity within a few 
years. 


Weston Co. Booklet Features 
Paper News, Ideas, Information 


F special interest to buyers and users of 

high grade papers, is the publication 
“Weston’s Papers” issued regularly by Byron 
Weston Company, Dalton, Massachusetts. 
Designed to transmit timely news, helpful 
technical information and practical sugges- 
tions to all who share a common interest in 
the subject of fine paper, this lively little 
publication should prove of particular value 
to buyers of paper such as purchasing officials 
of public utilities, banks, insurance companies 
and business institutions. 

The contents of the current issue indicate 
the type and range of subject matter to be 
found in “Weston’s Papers”. Typical articles 
discuss the need for special qualities in paper 
used in mechanical accounting machines; the 
practical, dollars-and-cents value of using a 
high grade paper for letterheads; how office 
forms can be improved in appearance and 
made easier to use by the application of mod- 
ern ideas of style in ruling. 

Regular features include a graphic presen- 
tation in pictures and story of the art of 
paper making, a department devoted to ques- 
tions and answers on technical problems re- 
lating to the selection or use of paper and a 
section reserved for a brief outline of the 
history and policies of the many trade asso- 
ciations that strive for the advancement of 
the Graphic Arts. 


1941 Dodge Truck Prices 
Announced 


| mows of 1941 Dodge Job-Rated truck 
models were announced recently by Lee D. 
Cosart, sales manager, truck division, Dodge 
Brothers Corporation. 

“Although the new Dodge truck line em- 
bodies a host of vital improvements in en- 
gines, chassis, cabs and bodies, prices remain 
strictly competitive with other trucks in the 
large volume, low priced field, said Mr. Cosart. 
“This competitive pricing applies not only to 
half-ton commercial units but straight through 
the line of 112 standard chassis and body 
models, the most complete line of Job-Rated 
trucks Dodge has ever produced.” 

Base prices are as follows: 

Half-ton capacity, 116-inch wheelbase chas- 
sis, $500.00; 34-ton, 120-inch wheelbase chas- 
sis, $570.00; 1-ton, 120-inch wheelbase chassis, 
$635.00; 1%4-ton, 135-5/16-inch wheelbase 
chassis, $645.00; 114-ton cab-over-engine, 105- 
inch wheelbase chassis, $750.00; 2-ton, 136-inch 
wheelbase chassis, $995.00; 2-ton cab-over-en- 


gine, 105-inch wheelbase chassis, $1110.00; 3. 
ton gasoline powered 152-inch wheelbase 
chassis, $1970.00; 3-ton Diesel powered 152. 
inch wheelbase chassis, $3170.00. The fore- 
going are delivered at Detroit prices, and ip- 
clude Federal tax, local or state taxes (if any) 
are to be added. ; 


Eye Accidents Subject of Talks 
Released by Amer. Optical Co. 


T°? help decrease industrial eye accidents 
which annually cost $50,000,000, according 
to Louis Resnick of the National Society for 
the Prevention of Blindness, the American Op- 
tical Company, Southbridge, Mass., has just 
published an interesting and dramatic illus. 
trated talk on the cost and causes of eye ac- 
cidents with suggestions included to eliminate 
the causes and lower the costs. 

The talk is supported by a series of signifi- 
cant charts and has been prepared for de- 
livery before safety engineers, management 
executives, and people or organizations in- 
terested in the safety movement. Copies of 
the talk can be borrowed from the optical 
concern which will be glad to supply a speaker 
to present it, if one is desired. Easily de- 
livered in thirty minutes or less, the talk is 
free of advertising material. 

The theme of the message is—“Eyes Are 
Expensive Targets”—and the point is amply 
proved by factual matter and statistics in- 
cluded in the talk and charts. 


Equipment Literature 

Steel Flooring, Grating & Treads 
W*. F. Klemp Company, 6601 South Mel- 

vina Avenue, Chicago, Illinois, has re- 
cently published a new catalog, which de- 
scribes Diamond Grating, Steel Stair Treads, 
Hexteel Heavy Duty Surface Armor, and 
Klemp-Acme Floorsteel, with tables of safe 
loads, and information on assembly and recom- 
mended fillers. 

This catalog is completely illustrated with 
photographs and diagrams showing the various 
services and methods of using Klemp prod- 
ucts and fits into regular file drawers having 
a handy tab for quick reference. 

A copy may be obtained by writing to the 
manufacturer direct. 


Switches 


HE Automatic Switch Company, 41 East 

11th St., New York City, have issued a 
circular containing a brief description of each 
of their standard switches, and showing some 
of the many types they have built for services 
other than standard. 

Separate catalog sections are available on 
each of the standard types of switches de- 
scribed in this circular. These contain de- 
tailed information on each type—application, 
capacities, construction, and operation—includ- 
ing dimensions and weights. 

Copies of the circular and/or any of the 
particular sections will be sent on request. 
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A recent, modern 
furnace installation 


Some reasons for their preference: ® Designed and 
built under one roof by a specialized organization ® 
Ample production facilities for the largest sizes needed 


® Capable technical counsel to help you 
with your mostintricate problems! 


TRANSFORMER COMPANY 


1701 ISLAND AVENUE, N. S., PITTSBURGH, PA. 
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Robertshaw can always be 
depended upon to provide improvements 
which enable gas companies and equipment 


dealers to prove to the consumer that the 


best cooking service is gas cooking service. 


Are your salesmen armed with this effi- 
cient sales manual? It's boosting earn- 
ings for thousands of salesmen every 
working day. Write for a copy—free. 
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A STITCH 
IN TIME.. 


ETL. is prepared to help you 
pre-determine performance 
and quality of new equip- 
ment... prepared to give 
you, by test, the “stitch in 
time” information that often 
saves needless waste and ex- 
pense. 


By taking advantage of 
E.T.L.’s extensive facilities, 
the utility not only enlists 
the aid of our many years ex- 
perience in the testing field 
to supplement its own re- 
search department .. . but 
avoids heavy investment in 
special apparatus. 


Know by Tes#! 


ELECTRICAL 
TESTING 
LABORATORIES 


‘ast End Avenue and 79th Street 
New York, N. Y. 





wag Zz me : 
W 


the Ali 


USE <a SERVICE 


Use R.& I. E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 


responsibility. 


In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 


perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 


GREENSBURG, PA. 
Sales offices in principal cities 
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NIAGARA 
GAS FURNACES 
are A.G.A. Approved 


ITH copper chrome cast iron; or .. . Toncan 
iron heat exchangers . . . selection of belt or 
direct drive blowers with two speed control. . . 
summer winter switch .. . modern casing design 
... low prices... and A. G. A. approval, Niagara 
Furnaces meet the demands of speculative and 


contract builders, home owners and utilities alike. 


Write for complete information 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





RTIFICIAL lightning becomes a 

shop tool at Westinghouse for pre- 
esting every CSP transformer before 
hipment. Tests like this account for 
he high reliability of Westinghouse 
ransformers in the field. Similar pro- 
luction-line checks on arresters, meters, 
nsulators and other Westinghouse dis- 


ribution equipment assure you of mini- 
um line maintenance . . . and help to 
liminate costly service interruptions. 


VESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, PA. 


Tune in “Musical Americana,” N.B.C. Red Network, Coast-to-Coast, every Thursday evening. 





ELECTRICAL PARTNER OF THE CENTRAL STATION INDUSTRY 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric System 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
© Current Interrupting 
Equipment 
® Voltage Protection — 
Lightning—Grounding 
® Street Lighting Circuits 
@ Mechanical _ Principles 
in Distribution 
@ Economic Principles in 
Distribution 
© Measures of Service 
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'See- A-Mite’” MASTER- LIGHTS 


Speed Up Your Repair Crews! 


aster, safer night repairs! 
hat’s what MASTER- 
IGHTS’ HIGH POWER and 


)NE-HAND AIMING mean to 
our repair crews! MASTER- 


IGHTS’ brilliant mile-long 

eams even spot broken insu- 

ators at a distance in any 

eather. They give your repair- 

nen the light they need to 

ork faster in greater safety! 

nd your drivers will praise 

he One-Hand Controls of roof- 

nounted MASTER-LIGHTS—for this patented feature gives them greater convenience 
mn locating trouble spots and more safety in driving! 


You'll find MASTER-LIGHTS soon pay for themselves in time saved. And you'll 
nd replacement costs amazingly low—for MASTER-LIGHTS are built to last! Rust 
nd weather-proof construction is all aluminum, brass, and bronze, heavily chromium 
blated—reflectors are fully parabolic, triple silver plated. 


ec *)6MAKE YOUR OWN TESTS! 


LIGHT 


(Illustrated below) Your own operating conditions — your 
For General Utility own service usage—these are the proving 
Purposes grounds you can trust! Send now for the 
earchlight Range: over one MASTER-LIGHTS you need. We'll ship 
f them to you at once for 30 days FREE 
TRIAL. Then—watch overtime emergency 
srchlight tise fandie power crew payrolls shrink — worker efficiency 
paates both filaments.  6-in. rise! And remember—when you decide to 
make your MASTER-LIGHTS standard 
equipment, you're in line with outstanding 

public utilities all over the country! 





Above: TYPE T MASTER-LIGHT 
Roof Searchlight for a Sims, 


s 
Choose Your Lights Now °° ‘irises cosie °°" 
Sone? range: one mile. Most 


Our new folder, “1940 MASTER-LIGHTS” powerful automobile spotlight made. 


Points in any direction. Penetrates 


illustrates and describes our full line of smoke and fog. Operates econom- 
“i ain ne "i a ically from car battery. Friction de- 
public utilities searchlights and floodlights. vice holds light in any position re- 


! ' 
You'll find the MASTER-LIGHTS you need 2372'%5,95 “inration, oF cough roads. 
in it! Write for your copy today. Address, Soyer ,s,°f ie, best through. 


gears to wear and rattle. 


ARPENTER MFG. CO.,, 179 sidney st., cambridge, Mass 
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Customer Usage Data 
At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to a fraction of a cent per item, but have obtained monthly 
or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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Exide 


CHLORIDE 
BATTERIES 


Public Utilities Fortnightly 


THERE'S AN EXIDE FOR EVERY 
STORAGE BATTERY APPLICATION 


K POWER plants all over 
the world, the extensive 
use of Exide - Chloride Bat- 
teries in stationary service 
indicates the high regard in 
which they are held by con- 
sulting and operating engi- 
neers everywhere. 

Kept floating on the line 
and consequently well charged 
at all times, the Exide-Chloride 
affords dependable protection 
against interruptions in ser- 
vice occasioned through un- 
controllable emergencies. 

That explains why these 
batteries are used in such a 


wide variety of plants for the 
operation of circuit breakers, 
steam valves, boiler and fire 
alarms, telephones, remote 
control, time clocks, and for 
emergency lights, excitation 
and other services. 

Write us for detailed in- 
formation about this distinc- 
tive battery. Learn why its 
Manchester Positive and Box 
Negative plates retain their 
active material much longer 
than ordinary batteries and 
give this battery such excep- 
tional life. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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THE CREED OF 
A BRAIN-TRUSTER 


“New industries will not 
just happen as the automo- 
bile industry did. They will 
have to seem probably de- 
sirable features of the whole 
economy before they can be 
entered upon.” 


—Rexford Guy Tugwell 


Notuine about the automobile* 
industry to make it a “probably desir- 
able feature of the whole economy,” 
when, in 1892, Charles and Frank 
Duryea drove a gasoline buggy through 
the streets of Springfield, Mass. 

1893, when Mrs. Ford 
watched Henry go popping down Bag- 


Nor in 


ley Avenue, in Detroit. 

Still no social significance, that a 
brain-truster could detect, even in 1899 
when companies with aggregate capi- 
tal of 338 millions had been organized 
to manufacture these new vehicles. 

If “planned economy” had been the 
law forty years ago, America might 
still be gidapping, for there was noth- 
ing in the early efforts of Ford, Olds, 
Hupp, Packard, Willys and the others 
to convince the bureaucrats that the 
automobile was destined to provide 


Detroit to New York 7% Days 


Nope, No Social Significance/ 


more jobs, more leisure, and, oh yes— 
more tax money, than all industry com- 
bined had provided in any year previ- 
ous to 1910. 


The brainiest brain-truster can’t plot the 
course of initiative. He can plot only the status 
quo. But initiative built the automobile, the 
railroad, the radio and all the other American 
symbols of abundant living. 

Yes, the professor is right—‘tnew indus- 
tries will not just happen.” They never have. 
They rise out of a way of life that lets men 
dream and build their dreams into tomor- 
row’s realities. What Helps Business Helps 
You. 


*Write for ‘Your Automobile and Free Enter- 
prise’ enclosing 10 cents to cover costs. 


This message is published by 


NATION’S BUSINESS 


It is the 45th of a series contributed toward a 
better understanding of the American System 
of free enterprise. If you’d like to express your 
views on the American Way why not write to 
your Congressman or Senator? 
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Breaks or Distorts we 
will replace it Free 


j of if this Housing ever 


n- 


i- 


one nape WF 





a, 

With this 
Rugged New 
RI FLaIbD 


Threader 


You’re rid of the 
: y bother of changing 


; e 
No. 65R-C. Also threads short di e S$ eee 
nipples, cuts drip threads — 
iron, steel, brass, copper pipe. 








Heres the modern die stock that saves you 

time and bother, gives you smoother 

threads and years of stand-up-and-take-it service. For this self- 
contained RIFEIB No.65R threads 1" to 2” pipe with 1 set 
of chaser dies — shifts quickly to each size — no extra dies to 
lug around or Jose. Your choice of 2 mistake-proof work- 
holders, instant setting to pipe size, mo bushings needed. And 
durable?..it’s all-steel malleable-alloy with drop-forged 
hardened tool-steel cam plates. e Compared with usual tools, 
you'll enjoy this unusual RIEZIB No.65R. Try it at your Supply 
Store — buy it next for surprisingly faster better threading. 


THE RIDGE TOOL CO. « ELYRIA, OHIO 
U 


ad ES By | ele) a 


1x1 PIPE TOOLS 
In use all over the world 
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RILEY STEAM GENERATING UNIT J 


Installed in the plant of 





A Large Texas Utility 





— 


250,000 Pounds of Steam per hour. 975 lbs. 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


Steam 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH 
8ST. LOUIS CINCINNATI HOUSTON CHICAGO 


COMPLETE STEAM GENERATING UNITS 


BUFFALO CLEVELAND DETROIT SEATTLE © 
ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FUENAO 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTU 
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EGRY 






me Seiiy 


n automatic, electrically driven attach- 
nt that feeds Egry multiple copy con- 
huous forms in perfect alignment in pre- 
termined length on to the platen of 
ur Elliott Fisher. The new, speed way 
write all business records, to accomplish 
ore per day by doubling the output per 
erator; to wipe out delays, lost motion 
d waste. 


DEMONSTRATIONS 


thout cost or obligation the Egry Controller 
| be demonstrated in your own office on re- 
st. Phone, wire or write. Get the most out 
your Elliott Fisher by vastly increasing its 
“4% with the Egry Controller. Address 
pt. fe 


The EGRY REGISTER Company 


Dayton, Ohio 
‘SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 


' 


riNGs 
) 
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A new book for metermen 
TELLING HOW TO 


measure alternating-current 


energy with the induction 
watt-hour meter 





Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC. 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


® Elemental Theory of Torque 
Production. 


©@ Essential Elements of the 
Watt-hour Meter. 


© Application of the Essential 
Elements in Modern Meters. 


© Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


© Compensation of Errors. 
® Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


® Metering Special Circuits. 


This informative book answers for metermen the follow- 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy? 

3. What metering scheme should one use to measure 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such a 
circuit is metered by the particular scheme chosen? 


The presentation is based throughout. on the author's 
long experience in teaching metering principles to groups 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 514 x 8, 74 illustrations $2.00 


fas gp book begins with an outline of the development 
of the principles of metering. It then provides an 
answer to the question: What are the ways and means, 
together with their modifications, of producing a torque 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation in 
a disk by electromagnetic means, it explains why such 
motion must have a purpose. Then follows a discussion 
of the remaining essentials of an energy meter and the 
application of these essentials in modern meters. 


Meter constants and methods of compensation are cov- 
ered in considerable detail. Also a method is developed 
and applied for checking the correctness of a proposed 
metering scheme to ascertain whether or not the pro- 
posed meter will or will not record all the energy pass 
ing through the metering point. 
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IOOSIER ENGINEERING COMPANY 


HICAGO 
46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering C 
eoineee ng Company, Lid. 


RECTORS OF TRANSMISSION. LINES 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. «< « «< « « 


“THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~- And Other Principal Cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








DESIGN Si ord, Bacon & Davis, on. RATE CASES 


CONSTRUCTION 
OPERATING COSTS 


APPRAISALS 


Engineers INTANGIBLES 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORE CLEVELAND 








J. H. MANNING & COMPANY 


120 Broadway 7 Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 


New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy, Incorporated 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS + APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK « CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO « LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. Francis S. HABERLY 


36 State St., Albany, N. Y. ENGINEER 
Designs and Construction—Operating Betterments— 
Appraisals, Retes—Office Systems Appraisals—Property Accounting Reports 
ty Years Special LEerperience in Development of 

Drlotnal Costs, Restoration of Capital PP vaso mg Installa- —Cost Trends 

tion of Perpetual Property-Record Systems, and Spe 
Problems of Municipal and Other Non-Centralized Proper- 122 souTH MICHIGAN AVENUE, CHICACO 
ties. 








BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 


Appraisals, investigations and _ re- PUBLIC UTILITIES—INDUSTRIALS 

ponte, Se Se Seen 9 Soe DESIGN AND SUPERVISION VALUATION 
: * sas . —' s 

struction of Public Utility Preperties ECONOMIC AND OPERATING RTS 


4706 BROA i : 
OADWAY KANSAS CITY, MO enim waa inatiten 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 
NPENNSYLVANIA, WEST VIRGINIA, KENTUCKY Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS in connection with 


a 0 i rate inquiries, depreciation, fixed capital 
814 Electric Building Indianapolis, led. reclassification, original cost, security issues. 








CHENEY AND FOSTER SLOAN & COOK 


CONSULTING ENGINEERS 


Engineers and Consultants 120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 


61 BROADWAY NEW YORK Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY J. W. WOPAT 


a ‘ Consulting Engineer 
Erecting Engineer Construction Supervision 


Telephone Lines—Rural Lines—Fire Alarme— Appraisals—Financial 
Transmission Lines Rate Investigations 


48 Griswold St. Binghamton, N. Y. 1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 
American Appraisal Company, The . 
Asplundh Tree Expert Company 


B 





Babcock & Wilcox Co., The 
Barber Gas Burner Company, The 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers .................. aT 
Burroughs Adding Machine Company 


Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 31 


Cities Service Petroleum Products 
Cleveland Trencher Company, The 
*Combustion Engineering Company, Inc. 
Coxhead, Ralph C., Corporation .... 


Crescent Insulated Wire & Cable Co., In 
Inside Back Cover 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dictograph Sales Corporation 
Ditto, Inc. 
Dodge Division of Chrysler Corp. ...................:..0+ 37 








E 


Egry Register Company, The 

Electric Storage Battery Company, The . 
Electrical Testing Laboratories 

Elliott Company 

Elliott Addressing Machine Co., The 





F 


Foley, Robert E., Erecting Engineer 

Ford, Bacon & Davis, Inc., Engineers 
Ford Motor Company 
Forest City Foundries Company 





G 


General Electric Company Outside Back Cover 


Grinnell Company, Inc. 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 





International Harvester Company, Inc. 
Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 


K 
Kerite Insulated Wire & Cable Co., Inc., The .. 
Kinnear Manufacturing Company, The ......0. 


M 


Manning, J. H. & Company 
Martens & Stormoen 
Merco Nordstrom Valve C 








N 


Nation’s Business 
Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Com- 

pany 











P 


Pennsylvania Transformer Company ail 
Pittsburgh Equitable Meter Company ........... sabi 


R 


Railway & Industrial Engineering Company .. 
Recording & Statistical Corp. ...........-.-..-..cesncsen wou A 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company ..... 
Royal Typewriter Company, Inc. 
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Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Incorporated .. 

Silex Company, The Teste Front 
Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The ee 
Stone & Webster Engineering Corporation onl 


T 
Thornton Tand 





v 


Vulcan Soot Blower Corp. 





w 
Westinghouse Electric & Manufacturing Co. .... 4 
Weston, Byron, Company oo 
Wopat, J. W., Consulting Engineer 
56 


























RESCENT 
ih IMPERVEX 


MOISTURE RESISTANT---RUBBER INSULATED 
BUILDING WIRE 


It is made especially for use in damp locations in place of 


lead encased cable and is approved by Nat'l Elec. Code 
and Und. Lab. for such use. 


Due to its smaller overall diameter and easier working 
characteristics, more wires of the same size or the same 
number of wires of larger capacity may be used in new 


wiring or rewiring existing conduits. 


For more than seven years, IMPERVEX underground 
cables have been giving completely trouble-free service 
wherever installed, including the principal utility systems. 


Send for Bulletin on CRESCENT IMPERVEX 


CONTROL CABLE SERVICE ENTRANCE 
DROP CABLE CABLE 
LEAD COVERED CABLE SIGNAL CABLE 
MAGNET WIRE VARNISHED CAMBRIC 
PARKWAY CABLE CABLE 
RUBBER POWER CABLE WEATHERPROOF WIRE 


All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A., 
.P.C.E.A., N.E.M.A., and all Railroad, Government and Utility Companies’ Specifications. 
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Which Way Do You Buy? 


HERE are TWO ways to buy electric 

equipment. You.can. buy. piece by piece 
the multitude of parts that make up a switch- 
gear installation, a substation, or other units 
in your system. Or, you can purchase com- 
plete ' factory-built, ready-to-install units. 
This is the “package” method. Its chief ad- 
vantages are that. you receive fully co- 
ordinated equipment; you save greatly on 
design and. installation time; and over-all 
costs are materially lower. 


General Electric has led in the development 
of “package” type equipments. Our engineers 
are constantly. working with yours to produce 
apparatus which will best ‘meet your require- 
ments for.today and tomorrow. Among the 
outstanding achievements are: unit substa- 
tions that réquire: much less space than con- 


ae 


GENERAL @ ELECTRIC 


ventional substations; cubicle and mets 
switchgear that is smaller, lighter, andq 
to install; improved ‘secondary néf 
units that require less space and greatlyr 
installation expense; and many others. 


It is Géneral Electric’s business as 4 
in this going and growing. industry to} 
ahead and help to establish desirable t 
in engineering, design, and production. 
progress made in supplying “package” 
equipment is evidence of the benefits! 
you receive from such leadership. 


By your purchases of: General Electri¢ 5 
ment, you have encouraged this progres 
made it possibles This is a sure way toJ4 
progress—for. "the industry—and for, 
company. 








